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C h a | message

I am pleased to present the OGenemlinGwanceinnance Comn
Australia report. The report brings together information, which is drawn from Code

subscribersdé6 data and insights from t htiee Commi tt e
(the Code) compliance monitoring work, to present a snapshot of trends and service
standards in the gener al i nsurance industry in 2

As the body responsible for monitoring compliance with the Code, t he Commi tt eeds
fundamental objective is to help the general insurance industry improve its service to

customers. The Committee seeks to add value to the industry by assessing how well Code

subscribers are complying with the Code standards, highlighting both best practice and

emerging risks, and guiding Code subscribers on how to lift compliance and, ultimately,

improve their service. This report both contributes to that goal and detailst he Commi tt eeds
relatedef f orts and achievements throughout 201671 17.

Selling insurance

I n 2 0 1Gdekubscribers issued close to 41 million retail insurance policies, 7% fewer

than in 20157116. This reflected an 8% decrease i
made up the vast majority of retail policies (40,717,580). This drop was offset by an increase

in group policies, which more than quadrupled to 219,595. As the balance between

individual and group policies shifted, total coverage under group policies almost doubled to

15,860,642 people and assets. While these apparent trends are partly an artefact of

improved data collection and reporting, they also reflect substantive change in the industry.

As the accuracy and completenessofCode subscribersd phel i cy data i
Committee is increasingly able to identify real trends and possible areas of emerging risk.

The growth in group i nsur apnaexample lwasdivendargells sued i n
by an increase in group travel insurance policies, typically acquired as a complimentary

benefit of a credit card facility. While it appears that individual travel insurance policies are
increasingly being displaced by group policies,
the travel claims acceptance rate is low and decreasing i in part because consumers are not

meeting the activation requirements of complimentary travel policies. This may indicate that

Code subscribers need to do more to ensure that end consumers are made aware of how

these products work.

The Code sets out standards for the efficient, honest, fair and transparent sale of insurance.

This year, we observed an increase in breaches of these standards, which more than

doubled to 973. The growth in breaches coincidedwithCode subscri bersd increc
authorised representatives in expanded sales distribution channels. In light of their growing

role as external sellers, it is vital that authorised representatives selling insurance on behalf

of Code subscribers are aware of and comply with the Code. As such, the Code requires

that authorised representatives, like employees, receive Code training. Effective monitoring

of outsourced sales is also essential.

Code s ub s c ofiother typedof exterral sellers, which may include entities such as

banks, credit unions and insurance brokers, to distribute their products has also been

increasing at a rapid rate. Our wor ktheoerwere dat a cC
20,699 other external sellers, which made up 22% of the general insurance workforce.



Unlike authorised representatives, however, other external sellers are not currently covered
by the Code i meaning that consumers who purchase insurance via other external sellers
do not receive the same protections.

One of the Committeebs core responsibilities

(ICA) and industry on emerging areas of risk, highlighting where the Code may need to be
amended to improve consumer protection. This year, we drew attention to this significant

gap in Code coverage in our submissiontothe ICA6 s r evi ew of the tGabde,

the Codeds standards for buwitemglsellerssur ance

In November 2017 the Committee launched an own motion inquiry into the sales practices of
Code subscribers, their employees, authorised representatives and other external sellers,
concerning add-on general insurance products. The inquiry will enable the Committee to
obtain a comprehensive picture of the sales channels and practices used by Code
subscribers, their employees, authorised representatives and other external sellers, and

e
ext

potentially inform the Committ €A080ss raeoviilew yo ft ot hper

Code. Several factor s i tsibrotocorewttthte meuiryGreloding t t ee 6 s

referrals of Code breach allegations from consumer advocates about the sale of add-on
general insurance products by authorised representatives and other external sellers; and
detailed reviews, and later consultation, by the Australian Securities and Investments
Commission (ASIC) into the sale of add-on insurance in the car sales environment in 2016,
resulting in three significant reports and a consultation paper.t

Claims

I n 2 0 1Gdekubscribers saw an increase in claims activity, driven partly by the greater
impact of catastrophes. Consumers lodged more than 4 million retail insurance claims in
2016117, 7% more than in 201571 16.

Lodged claims increased across all retail classes except sickness and accident. Alongside
this growth in claims lodged, the number of declined claims increased in each of the four key
retail classes: home, personal & domestic property, travel and motor. The combined effect of
these increases was an 11% rise in declined claims to 158,546. Because the number of
claims also increased this year, however, the overall claims acceptance rate? remained
steady at 95.8%.

Reflecting both the large volume of claims and how crucial it is that they are handled well,

d

claims are a major focus of tredlated bCeadhes (inclidmg 201671 1 7

10 significant breaches) accounted for nearly three-quarters (74%) of all Code non-

compliance. Claims-r el at ed breaches increased 73% over

an increase in catastrophe-related claims placed Code subscribers under pressure. This
trend highlights the need for Code subscribers to maintain rigorous compliance frameworks
for claims handling and do more to prepare for influxes of claims so that service standards
are maintained during times of high claims volume.

L ASIC Report 470 (2016): Buying adebn insurance in car yards: Why it can be hard to sajzho470). ASIC
Report 471 (2016): The sale of life insurance through car dealers: Taking consumers for(&a-ride’ 1). ASIC
Report 492: A market that is failing consumers: The sale of-addnsurance through car dealdrs ).
ASIC Consultation Paper 294 (2017): The sale of addn insurance and warranties through caryard
intermediarieq

2 Calculated as: (1 — A) x 100 = claims acceptance rate, where A = claims declined / (claims lodged — claims
withdrawn).

201


http://asic.gov.au/regulatory-resources/find-a-document/reports/rep-470-buying-add-on-insurance-in-car-yards-why-it-can-be-hard-to-say-no/
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http://asic.gov.au/regulatory-resources/find-a-document/reports/rep-492-a-market-that-is-failing-consumers-the-sale-of-add-on-insurance-through-car-dealers/
http://www.asic.gov.au/regulatory-resources/find-a-document/consultation-papers/cp-294-the-sale-of-add-on-insurance-and-warranties-through-caryard-intermediaries/

Claims were a centr al wdbrloit20167 19 With thehpablicBtiomofdurt t e e 6 s
own motion inquiry into claims investigations practices and outsourced claims functions.

Increasingly, Code subscribers are engaging external service suppliers i including

investigators, loss assessors, claims management services and collection agents 1 to

conduct claims-related functions. When consumer groups, such as the Financial Rights

Legal Centre (FRLC), identified emerging issues with outsourced claims handling, the

Committee initiated its in-depth investigation.

Theinqur y f ound that compl i aneatedstandards sontettmeCode 6s c | e
breaks down when claims functions are outsourced, in part because some Code subscribers

lack oversight over service suppliers. The Committee made 30 recommendations for

improvement across all areas of claims handling, from consumer information to the conduct

of investigations, compliance monitoring and contractual arrangements with service

suppliers.

The findings and recommendations of t heiastCommi t t e
response from consumers and industry alike. With the issues and recommendations now

being taken up by individual Code subscribers and the ICA, the outcomes of this own motion

inquiry illustrate just how crucial consumer engagement is to the effectiveness of the Code.

By building on the work of consumer groups, the Committee was able to translate consumer

concerns into practical guidance that is now feeding into improvements to industry practice.

Data quality has been a focus of the Committee since we assumed responsibility for
reporting on the state of the industry in 20141 15. While Code subscribers have made strides
in improving the picture of policies and coverage, data on withdrawn and declined claims
remains incomplete (and can be considered indicative only); we do not yet have information
on partially accepted claims; and it remains unclear whether withdrawal was initiated by the
Code subscriber or consumers. In the absence of correct and complete data on why claims
are withdrawn and declined, the Committee, industry and individual Code subscribers are in
the dark about the causes of any trends and whether they point to problems with, for
example, product suitability or consumer understanding. | n 20177118, the Commit:
like to see Code subscribers improving the completeness and consistency of data on
withdrawn and declined claims. Central to this will be efforts to develop a shared definition of
partially accepted claims.

Financial hardship

Consumer engagement has also made acrucialcontri but i on to the Committee
guiding Code subscribers to improve how they work with consumers and third parties
experiencing financial hardship.

The current version of the Code introduced a high standard of financial hardship protection,

with provisions covering both financi al har dship
the Committee recorded 67 breaches of these standards, most of which were identified not

byCode subscribers but through the Committeeds ov
investigation of Code breach allegations brought by consumers and consumer advocates.



Echoing issues with the sale of insurance by other external sellers and the way claims

functions are outsourced to service suppliers, the Committee found that breaches of the

Codebs hardship standards often occurred when co
subscribers must ensure that collectionagentsc ompl y with t he Codeds stan
dealings with people in financial hardship.

It is vital that Code subscribers maintain high service standards when dealing with

vulnerable consumers. Despite Code subscribersé effortsadto impro
monitoring, the Committee has observed steady growthinnon-c o mp |l i ance wi th t he
hardship standards. At the root of these breaches are both deficiencies in processes and

procedures and, in many cases, a failure to follow them. Continued improvement to

processes and monitoring should be an important focus for Code subscribers.

Internal disputes

This year, Code subscribers handled more than 29,000 internal disputes from consumers i
very similar to the number handled the previous year. Most internal disputes i 87% in

2 0 1 6 1 toncerned claims, underscoring once again the importance of high service
standards in claims handling.

Our ability to identify and understand trends in internal complaints and disputes handling is

hampered by incomplete data. Unusually, while internal disputes remained steady in

2016117, general insurance external disputes han
(FOS) Australia increased. At the same time, increases in both claims and declined claims

over the past five years have not translated into any growth in related internal disputes.

Because the Committee only collects data on the second stage of the internal complaints
process, we are unable to identify the root cause of these puzzling trends, which might
reflect successful resolution of stage one complaints; under-reporting of stage two
complaints; fewer internal disputes resolved in favour of consumers; or a combination of
these and other factors.

Again, the Committee addressed this issue in its submission to the ICA Code review, which
recommended that the current two-stage internal complaints process be replaced with a
simplified single-stage process. This would improve complaint handling timeframes, reduce
complexity for consumers, and lay the groundwork for data collection that would provide a
full picture of the internal complaints process and any emerging issues.

The Code sets out a number of standards that Code subscribers must comply with in their

handling of internal complaints and disputes. After claims, internal complaints and disputes
accounted for the most Codenon-c omp |l i ance in 20167117, making up
reflected a more than two-fold increase in breaches of these standards, up from 531 in

20157116 to 1,167 i n 20 Inthe sigfificantlbleaclses.Tdbgtierr e i nc | ude
understand the causes of this increase and guide better complaints and disputes handling, in
20177118, the Committee wild!l begin a targeted mon
Code compliance.



Review of the Code

TheCommi ttee provided its first submission to the
The submission highlighted, inter alia, the matters already referred to, and also presented

ideas and arguments about the need to build on the strengths of the Code and address new

issues as they arise, such as interaction with vulnerable consumers in circumstances of

family violence. In December 2017,f ol | owi ng t he release of the | CA
review of the Code, the Committee provided its second submission which focused on its

priority areas. Copies of our submissions in 2017 can be found at
http://codeofpracticereview.com.au/submissions.

Conclusion

The work that the Committee does each year is dependent on its partnerships with

consumers and the general insurance industry. These are dynamic relationships that have at

their core the effectiveness of consumer protections provided by the Code. The Committee

has found the general insurance industry to be very responsive to the matters we raise with

them and willing to adjust their practices to comply with the spirit of the Code. We would like

to thank the industry for their ongoing support. The ICA has also made an important
contribution to the Committeebds achievements thi
Rob Whel an, the | CA6s Executive Diit8ect or , for hi

Without the support of the Code team at FOS we would not have been able to prepare this
report or achieve the outcomes that it documents. Taking an insightful and meticulous
approach to their work, Sally Davis, our General Manager, Compliance Manager Rose-Matrie
Galea and the rest of the Code team staff have been an essential support.

And finally, | would like to thank my fellow Committee members, lan Berg and Julie Maron,

who have very ably represented their industry and consumer constituents in Committee

discussions and decision-making. Sadly, Julie and lan will step down from the Committee in

June 2018 as their terms draw to an end. | wish to acknowledge their marvellous contribution

to this Committee (and its predecessor in Julieft
provided to the general insurance industry and to those who use its services. | wish them

well for the future.

ey

Lynelle Briggs AO
Independent Chair, General Insurance Code Governance Committee
March 2018
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Introduction

For the first time, the General Insurance Code Governance Committee has
brought together insights about its work, and information and data about the
insurance industry and its compliance with the General Insurance Code of
Practice, presenting an integrated picture of general insurance in Australia.

The report examines how Code subscribers sold insurance to consumers,
handled claims, worked with people in financial hardship, and managed
complaints and disputes in 2016-17. With this wide-ranging and in-depth
review, the Committee’s aim is to highlight areas where industry can do better,
lifting service standards and improving the relationship with customers.

The General Insurance Code of Practice

The General Insurance Code of Practice (the Code) is a voluntary industry code that
promotes high standards of service and better customer relationships in the general
insurance industry. Developed by the ICA and introduced in 1994, the Code has since
undergone significant revisions to ensure its continued relevance and effectiveness.

The current version of the Code came into effect on 1 July 2015 and applies primarily to
retail (rather than wholesale) general insurance products. It contains standards on a range of
areas of general insurer practice, among them buying insurance, claims, financial hardship
and complaints and disputes. As insurers increasingly focus on customer-centric strategies
for driving growth and increasing value®, the Code is a valuable tool for guiding practical
improvements.

Code cov erage

Members of the ICA, which represents the general insurance industry, must subscribe to the
General Insurance Code of Practice if they offer insurance products covered by the Code.

The ICA also encourages all other general insurers, and other entities that provide services
covered by the Code, to adopt the Code. With 174 subscribers, the Code covers 97% of
Australiab6s gener“dalist of e sulmseriless is in Agbandik 1)y

The general insurance workforce comprises both Code subscrib er s 8 empl oyees and
workers, not all of whom are currently captured by the Code (Chart 1). In 20167 17,

employees of Code subscribers and related entities made up less than half (47%) of the

general insurance workforce.

3 KPMG (2017) General Insurance Industry Review 2@l 26.
4 The proportion of the general insurance industry covered by the Code is based on total general insurance
gross earned premium — this data was provided by the Insurance Council of Australia.



Individual and corporate authorised representatives accounted for a further 23% of the
workforce. Authorised representatives are external to Code subscribers and play a major

r ol

e

in the

s al

e of

i nsur ance

and

mu soveredloymp | vy wi

the Code are service suppliers, who are engaged in claims and related functions and
contributed 8% of the general insurance workforce in 20167 17.

Other external sellers, which may include entities such as banks, credit unions and
insurance brokers, made up 22% of the workforce. Finally, contractors, who perform a range
of mostly claims-related functions, accounted for less than 1% of the workforce. At present,

t he

Codeds

(discussed further on page 18).

st andar ds otltkoextermaltselleks andecontrdctgrs appl y t o

Chart 1: Composition of the general insurance workforce, 2012-13 to 2016-17
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The Code Governance Committee

The Code Governance Committee (the Committee) is the independent body responsible for
monitoring Code subscribers' compliance with Cod
monitoring program assesses how well Code subscribers are complying with the standards

in the Code, guiding improvement by highlighting both best practice as well as areas where

improvement is needed and guidance on how this might be achieved. The results of this

work are fed back to Code subscribers to guide their practice and reported publicly, raising

community awarenessoft he i ndustryds performance.

About this report

As part of its work, the Committee in the past has published an industry data report, which
uses industry and Code compliance information sourced from Code subscribers to paint a
picture of Auisduraned indastdysSegamtalyg theaQommittee has also
reported annually on its broader compliance monitoring program.

This year, the Committee has integrated information from each publication into this stand-
alone report. The Committeeds aim is to present
compliance performance, and the outlomes of the

Data in the report

This report presents contextual data about trends in the general insurance industry,

compl emented with data on Code subscribersd comp
directly from Code subscribers or fromvetahe Commi
period of 12 months, ending on 30 June 2017.

The industry data on the number and type of policies, claims and disputes is supplied by
Code subscribers in response to a data request from the Committee. Detailed industry data,
including the compliance data, is presented in Appendices 2 to 5 and a glossary of key
terms is in Appendix 6.The combined compliance data comes from three sources:

1 Self-reported breaches: Each year, the Committee asks Code subscribers to self-
report Code breaches that they have identified through their own internal monitoring.
In 20167 17, Code subscribers self-reported 8,772 such breaches.

9 Significant breaches: Some br eaches of t he Codebds standar
serious®; these are labelled significant breaches. When a Code subscriber identifies
a significant breach, it must report it to the Committee within ten business days. This
year, 22 significant breaches were finalised, and all of them were self-reported by
Code subscribers.

5 A breach is classified as significant depending on characteristics of the breach itself i its duration,

the potential or actual financial loss caused, and how it affects the Code subscriber6 s abi évide vy t o pr
its services; as well as the number and frequency of previous similar breaches and whether the

breach suggests that compliance arrangements are inadequate.



1 Committee-identified breaches: The Committee has the ability to identify Code
breaches through its work investigating Code breach allegations brought by
customers, third parties and FOS. The Committee investigates such allegations,
determines whether any breaches have occurred, and works with Code subscribers
to agree on any corrective measures that Code subscribers should apply. The
Committee can also identify breaches through other monitoring activities such as
own motion inquires, desktop audits, or media monitoring. This year, 127 breaches
were identified by the Committee.

In the past, the Committee has detailed self-reported breaches alongside industry data in an

annual industry data report. Committee-identified breaches have been reported separately in

the Committeeds annual r eporpor, tlherComnmittee haswn act i vi t
brought together the breach data from each of these sources. A comprehensive breakdown

of breach data by source and by Code section is also included in Appendix 4.



Selling insurance

An understanding of the number and type of insurance policies issued
provides essential context for interpreting developments across the general
insurance industry. Recognising this, the Committee has collected and
collated data from Code subscribers about the policies they issued in 2016-17.

The Code requires that insurance is sold in an efficient, honest, fair and
transparent way, and sets out a range of standards that apply to the sale of
insurance. In monitoring compliance with these standards, the Committee has
worked with Code subscribers to improve how insurance is sold to Australian
consumers.

A picture of insurance coverage trends in Australia

This year, the industry data submitted by Code subscribers paints a more complete picture
of insurance coverage in Australia than ever before.® This is a result of the Committee and
i ndustrybés ongoing eff ordomsistéaney. i mprove data qual.i

The data suggest that compared to 201571 16:
1 fewer insurance policies were issued in 2016i 17, and

9 the balance of individual and group policies issued shifted as a decrease in individual
policies was matched by an increase in group policies.

Overall, between 20151 16 and 20161 17, coverage of people and assets by the policies
issued in each year increased. These apparent trends are partly the result of ongoing
improvements in the accuracy of Code subscribersé6 d however, they also appear to
reflect substantive change in the industry.

Policies issued

The number of insurance policies issued decreased this reporting year. In 20167 17, Code
subscribers issued 43,973,949 general insurance policies i down 7% from 47,279,460 in
20157 16. This decrease was largely the result of a drop in the number of retail policies,
although wholesale policies also decreased (Table 1).

5 The policy data refers to policies that were issued (new or renewed policies) during the reporting period. The
Committee does not currently collect data about policies which were issued in an earlier reporting period but
remain in force as at 30 June 2017. For example, some policies such as Consumer Credit Insurance have a
policy period that exceeds 12 months.

10



Table 1: Wholesale and retail policies issued, 2015-16 and 2016-17

All insurance classes 2016-17 2015-16 Change
No. Percent
Retail 40,937,175 44,171,089 -3,233,914 -7.3%
Wholesale 3,036,774 3,108,371 -71,597 -2.3%
Total 43,973,949 47,279,460 -3,305,511 -7.0%

This report concentrates on retail insurance, which accounts for the vast majority of policies
issued (93%in2016i17) and is the focus of the Committeeo

The main classes of retail insurance are shown in Chart 2. Motor was the largest class of
retail insurance, comprising 37% of policies in 20167 17. Home was the next largest class,
making up more than a quarter (28%) of policies, followed by personal & domestic property
(18%) and travel (14%).

Chart 2: Retail policies (individual and group) by class, 2016-17

1% 0%
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The overall decrease in retail insurance policies issued in 20161 17 reflected decreases
across most of the seven retail insurance classes (Table 2). In numbers, the largest drop
was in travel insurance, which decreased by almost two million policies to 5,700,119. In
percentage terms, the largest decrease was in sickness & accident policies, which fell 84.7%
to just 322,463 in 20161 17.

However, Code subscribers reported that this decrease was due to improved reporting and
the consolidation of group personal accident policies, and as such, the number of people
covered by these policies did not decrease. While the decreases in travel and sickness &
accident policies account for most of the overall retail insurance decrease, fewer policies
were issued across all classes, except for motor and personal & domestic property.

11



Table 2: Individual and group retail policies by class, 2015-16 and 2016-17

Class 2016-17
Consumer credit 825,337
Home 11,529,585
Motor 15,143,237
Personal & domestic property 7,202,947
Residential strata 213,487
Sickness & accident 322,463
Travel 5,700,119
Total 40,937,175

Group and individual policies issued

2015-16

992,616
11,636,783
14,980,954

6,606,967
223,053
2,108,573
7,622,143
44,171,089

Change

No. Percent
-167,279 -16.9%
-107,198 -0.9%
162,283 1.1%
595,980 9.0%
-9,566 -4.3%
-1,786,110 -84.7%
-1,922,024 -25.2%
-3,233,914 -7.3%

The vast majority of retail insurance policies are individual rather than group policies. In
20161 17, Code subscribers issued 40,717,580 individual retail insurance policies. These
individual policies accounted for 99.5% of all retail insurance policies in 20167 17. The
remaining 219,595 policies were group policiesi t h a t
insured, that provide cover for numerous people or assets within a defined group.

i s,

6 maeklbyean 6 pol i ci es

In 20167 17 the balance of retail individual and group insurance policies shifted. Compared to
20157 16, individual policies decreased by 3,400,025 or 7.7% i a result of decreases across
several classes, but most notably travel and sickness & accident (Table 3).

Table 3: Retail individual policies issued by class, 2015-16 and 2016-17

Insurance class 2016-17
Consumer credit 825,257
Home 11,529,582
Motor 15,143,222
Personal & domestic property 7,202,779
Residential strata 213,384
Sickness & accident 300,058
Travel 5,503,298
Total 40,717,580

2015-16
992,615
11,636,781
14,980,946
6,606,816
221,906
2,077,617
7,600,924
44,117,605

Change

No. Percent
-167,358 -16.9%
-107,199 -0.9%
162,276 1.1%
595,963 9.0%
-8,522 -3.8%
-1,777,559 -85.6%
-2,097,626 -27.6%
-3,400,025 -7.7%

Alongside this decrease in retail individual policies, retail group policies more than
guadrupled, up 310.6% to 219,595. The main contributor to this increase was an enormous
spike in the number of group travel policies issued, which rose from 21,219 in 20157 16 to

196,281 in 201671 17 (Table 4).

12



Table 4: Retail group policies issued by class, 2015-16 and 2016-17

Change
Insurance class 2016-17 2015-16 No. Percent
Consumer credit 80 1 79 7900.0%
Home 3 2 1 50.0%
Motor 15 8 7 87.5%
Personal & domestic property 168 151 17 11.3%
Residential strata 103 1,147 -1,044 -91.0%
Sickness & accident 22,405 30,956 -8,551 -27.6%
Travel 196,821 21,219 175,602 827.6%
Total 219,595 53,484 166,111 310.6%

These trends in individual and group policies should be interpreted with some caution, as

they reflect both substantive change and improved reporting. Code subscribers are now

better able to differentiate group policies in their reporting, with system enhancements

accounting for some of the decrease in individual policies and concomitant increase in group
policies. This yearb6s data is more specific and
complete picture of insurance coverage this year while also making year-to-year

comparisons more difficult.

However, not all change is an artefact of improved reporting, and Code subscribers also
attributed the trends to change in their businesses. There were real decreases in the sale of
individual travel policies as some Code subscribers ceased offering and ran-off certain travel
products and lines of business, and as airline channels and partners sold fewer travel
policies. Alongside this, business growth and improved portfolio performance saw the sale of
group travel policies increase.

Finally, the integration of separate entities and legacy companies in 2016i 17 affected both
business and reporting. With mergers and the expansion of product distribution networks,
Code subscribers harmonised and streamlined processes, policies and overall business, and
changed the type, number and categorisation of products. At the same time, such mergers
and expansions often entail a prolonged transition to centralised data systems. In the
interim, Code subscribers can face challenges consistently and accurately recording,
extracting and reporting the relevant data.

Coverage of people and assets

This reporting year the number of people and assets covered by retail group policies almost
doubled, increasing from 8,065,635 in 20151 16 to 15,860,642 in 20161 17 (Table 5). In large
part, this reflected a doubling in coverage in the travel class 1 itself a flow-on effect from the
increase in group travel policies issued. Consumer exposure to travel products is very high:
with combined group and individual policy travel cover now exceeding cover in either the
motor or home classes for the first time.
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Table 5. People and assets covered by retail group policies, 2015-16 and 2016-17

Change

Insurance class 2016-17 2015-16 No. Percent

Consumer credit 0 197 -197 -100.0%
Home 4,617 498 4,119 827.1%
Motor 12,341 443 11,898 2685.8%
Personal & domestic property 507,733 603,569 -95,836 -15.9%
Residential strata 119 13,841 -13,722 -99.1%
Sickness & accident 5,261,769 2,447,214 2,814,555 115.0%
Travel 10,074,063 4,999,873 5,074,190 101.5%
Total 15,860,642 8,065,635 7,795,007 96.6%

Group sickness & accident coverage also increased by a substantial 115% to 5,261,769
people. This was despite the decrease in sickness & accident group policies (Table 4),
which reflected improved reporting capabilities and the consolidation of group personal
accident policies.

Improving how insurance is sold

The high number of insurance policies purchased by consumers each year underscores the

i mportance of the Codeds standards on buying ins
follow when selling, renewing and administering insurance policies i as well as answering

consumer enquiries about them. In 20161 17 the Committee monitored breaches of these

section 4 standards, highlighting areas where compliance improvements can be made and

clarifying interpretation of one important Code standard. The Committee also emphasised

the need for training and monitoring of authorised representatives involved in the sale of

insurance, and made the case for Code coverage to be extended to other external sellers.

Moni toring breaches of the Codeds standards

In201611 7 , breaches of the Codeds buying insurance
sales) increased both in raw numbers and as a proportion of all Code breaches. The number

of such breaches more than doubled, rising from 393 in 20157 16 to reach 973 in 20167 17.

Breaches of section 4 represented 11% of all recorded breaches in 20167 17, up from 8%

the previous year. Buying insurance was the third highest category of breach, after Claims

(74%) and Complaints (13%). Around half of the significant breaches recorded in 20167 17

concerned buying insurance.

Code subscribers self-reported the vast majority (968) of these breaches, which were
identified across nine different subsections of section 4 of the Code. The Committee
considered two significant breaches self-reported by Code subscribers and identified a
further three breaches through its investigative work.
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Code subscribers reported that breaches of the buying insurance provisions often occurred
because employees and authorised representatives did not follow standard processes and
procedures. Related to this, Code subscribers identified poor monitoring as another cause of
breaches of the buying insurance standards. Insufficient staff numbers and administrative
errors also contributed to section 4 breaches.

Code subscribers remediated these breaches by expediting payments to customers. They
took steps to prevent recurrence of the breaches by enhancing processes and policies;
improving monitoring and quality assurance frameworks; increasing staffing; and providing
remedial and targeted coaching to employees and authorised representatives.

Observation 1: Practical, effective processes are reinforced with training, clear
documentation, monitoring and regular review

Code subscribers should have efficient and robust sales processes that allow them to
comply with the standards in section 4. Processes should be documented as clearly as
possible, and Code subscribers should review them regularly to ensure they remain
relevant and effective.

Code subscribers should have adequate checks and controls, and should regularly
monitor employees to ensure they are following the correct processes.

Where Code subscribers become aware that employees have not followed standard
processes, they should find out why this has occurred and take appropriate action, such
as refresher training or improvements to the processes themselves.

When introducing new processes, Code subscribers should ensure that both employees
and authorised representatives are trained in how the processes are to be applied. Code
subscribers should seek feedback from employees and authorised representatives about
any difficulties understanding new processes or applying them in practice.

Customer refunds

When a customer cancels their insurance policy, Code subscribers are required to refund
any money owed to the customer within 15 business days (subsection 4.9). In 201671 17,
Code subscribers reported 380 breaches of this requirement i making it the top source of
breaches of the buying insurance standards, as well as the fifth-highest contributor to non-
compliance across all sections of the Code in 20167 17. This high number of breaches
represented a stark increase from 20157 16, when just 26 breaches of subsection 4.9 were
recorded.

Unable to insure

The second highest number of breaches (315) was for subsection 4.8, which sets out what a
Code subscriber must do when it cannot provide insurance to a prospective customer.
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Efficient, honest, fair and transparent sales

T he Cod e dissurdnecepriousigns include a general requirement that Code
subscribers conduct their sales processes in an efficient, honest, fair and transparent
manner (subsection 4.4). In 20167 17, this provision accounted for 235 breaches, making it
the third most common breach type in relation to buying insurance. Breaches of subsection
4.4 decreased from 325 in 201571 16, when subsection 4.4 recorded the highest number of
section 4 breaches.

These 235 breaches included two significant breaches, both of which Code subscribers
identified and reported to the Committee, which then conducted an investigation. In the first
case, the Code subscriber failed to apply the full amount of a premium discount to eligible
customers. The breach was caused by a discrepancy between the discount outlined in the
Code s ub podudt diselosire statement (PDS) and the pricing algorithm used to
calculate discounts in its automated system.

To address the significant breach, the Code subscriber made restitution payments totalling

$1.2 million in respect of 121,190 policies. The Code subscriber took steps to prevent a

recurrence; updating the PDS and website with accurate and consistent information. The

Code subscriber also reviewed the productheds pri c
associated procedures manual, putting in place checkpoints to ensure that the development

of disclosure documents aligns with the operation of pricing algorithms.

I n the second case, a Code subscriberdéds authoris
premium rebate to eligible customers. The significant breach occurred when employees of

the authorised representative failed to follow a manual process used to reimburse the

premium rebate to customers.

The Code subscriber provided redress for the 142 affected customers with payments of
$21,754 in premium and $2,974 in goodwill interest. To reduce the likelihood of future
breaches, it simplified the manual rebate process and automated the identification of
customers owed such rebates. To ensure correct application of the new process, relevant
staff were trained and new controls put in place, including monthly process checks for
exceptions and errors and quarterly sample tests for accuracy.

Observation 2: Timely customer payments are made using efficient, accurate and
reliable systems

Code subscribers should ensure that they have adequate systems and processes for
making payments to customers. Where customers are entitled to receive payment, such
as the payment of a claim or a refund of a premium, that payment should be processed as
efficiently as possible.

General insurers are increasingly looking to automation as a means of addressing skill
gaps and adding value.” Automated payment systems should be tested rigorously to
ensure their accuracy and reliability. At the same time, any manual processes should have
effective controls and monitoring to ensure Code standards are being met.

7 KPMG (2017) General Insurance Industry Review 2017
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In 201671 17, the Committee made a particularly important determination which clarified how

Code subscribers should interpret the section4.4o0 bl i gati on to conduct sal e
an efficient, honest, fair and transpmarent mann e
considering a breach allegation the Committee hadtocon si der whet her the word
accordance with this sectiond meant that a breac
there was also a breach of another subsection within section 4.

Having regard to the purpose and spirit of the Code, the Committee decided that subsection

4.4 is a stand-alone provision: that is, a Code subscriber can be found to have breached

subsection 4.4 if it fails to conduct sales in an efficient, honest, fair and transparent manner,

even in the absence of any breach of other sales subsections. This decision clarified

interpretation not only of section 4.4, but also forothers ect i ons of the Code: t}
accordance with this sectiond al sdccadinghethe i n sub
Committee encourages Code subscribers to review how they monitor and report against

these obligations.

Improving training and monitoring for authorised representatives

The Committeeds industry data collection and br e
the need for improved training and monitoring of authorised representatives. Authorised

representatives are external to a Code subscriber and comprise bodies corporate (corporate

authorised representatives), individuals or partners (individual authorised representatives)

that the Code subscriber has authorised to provide financial services on its behalf. Recently,

many Code subscribers have expanded their sales distribution channels by using authorised
representatives. This trend has coincided with the increase in breachesoft he Codeds buyi
insurance standards.

Ensuring that all authorised representatives are aware of the Code and its requirements is
fundamental to preventing breaches and treating customers in the spirit of the Code. Thus,
under the Code, Code subscribers must provide or require authorised representatives to
receive appropriate education and training, which includes training on the Code.®

In 20167 17, most (87%) corporate authorised representatives and fewer than half (46%) of
individual authorised representatives received Code training (Table 6).

Table 6: Code training provided to authorised representatives in 2016-17

Type of authorised representative Total in No. of % of

workforce workforce workforce

trained trained

Individual authorised 17,422 8,013 46%
representatives

Corporate authorised 4,658 4,069 87%

representatives

8 Refer to subsection 5.1 of the 2014 Code available at www.codeofpractice.com.au/
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These figures refer only to Code training received during 20161 17 and are therefore not a

complete picture of authorised representative training. The Code does not specify that

training about the Code (or any other type of required training) must be delivered within a

specified timeframe or that refresher training should be provided. Thus, some authorised

representatives may have completed their Code training before 1 July 2016 or did not

undertake Code training until after 30 June 2017. In addition, Code subscribers may accept
authorised representativesd previous Hmarning as
following their appointment. This helps to explain the relatively low rate of individual

authorised representative Code training.

Even so, the Committee urges Code subscribers to ensure that all authorised

representatives are trained in the Code and receive periodic refresher training. In addition, if

Code subscribers rely on authorised representat:i
evidence of the date training was successfully completed and details of the training provider.

Noting also that Code subscribers identified inadequate monitoring as the primary cause of
section 4 breaches in 20167 17, the Committee reiterates the importance of adequate
monitoring of authorised representativesd sales

Observation 3: Effective monitoring ensures that authorised representatives
provide a high standard of customer service when selling insurance

Where any part of the sales process is outsourced, Code subscribers should ensure they
have effective monitoring systems in place to confirm that their authorised representatives
are conducting sales and related tasks in accordance with the Code.

Identifying a gap in Code coverage

This year, the Committee identified an i mportant
how insurance is sold. Some Code subscribers use other external sellers who are not

authorised representatives to distribute insurance products. The recorded use of other

external sellers has increased since 20127 13, when the Committee began collecting data on

them.

The number of other external sellers reached a high of 22,789 in 20151 16, and dropped to

20,699 in 20167 17. The growth in the use of other external sellers is significant because the

Code does not extend to this section of the general insurance workforce. Thus, customers

buying insurance from other external sellers do not receive the same Code protections as

those purchasing insurance via a Code subscriber
representatives.

Positively, Code training data collected by the Committee demonstrates that some Code
subscribers are nonetheless training other external sellers in the Code and its requirements
(Table 7). By providing this training, Code subscribers are exceeding the requirements in the
Code.
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Table 7: Code training provided to other external sellers in 2016-17

Type of provider Other external sellers
Workforce number 20,699

No. of workforce trained 5,353

% of workforce trained 26%

Even so, for the Committee, the growing use of other external sellers raises questions about

how much oversight Code subscribers have i or should have i of these types of external

sellers acting on their behalf. The Committee highlighted this issue in its 2017 submissions

to the | CA6s review of the Code. Among the Commi
t he Codeds rédudyingindumancg shouldde extended to all external sellers, and

should not be limited to authorised representatives.

To further inform this potential expansion of the Code, the Committee planned for an own

motion inquiry into the sale of add-on insurance products by Code subscribers, their

employees and external sellers. The inquiry was triggered by, and aims to build on, work

carried out by the Australian Securities and Investments Commission (ASIC) in relation to

this area of theAddosurmaaeceanaeddstefyer ® to produc
to a consumer after their purchaond anfe ce atmp rciarhar y
breakdown insurance sold alongside a car from a dealership.

Scheduled for 20171 18, the inquiry will take in product distribution channels not currently

covered by the Code, providing a comprehensive p
channels and practices. The inquiry will give the Committee a better understanding of how

add-on insurance products are sold and provide information on whether and howt he Code 6 s
standards should be extended to include all external sellers, as part of the ICA review of the

Code.
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Claims

With more than 4 million retail insurance claims lodged by consumers in 2016—

17, claims handling is an area of enormous activity for Code subscribers. The
Committee’s data on the claims lodged, declined and withdrawn points to
important trends both within individual retail classes and across the industry.

Interaction between consumers and Code subscribers peaks when a claim is
made: this is when consumers find out how an insurance product works and
what level of service the Code subscriber provides. Claims handling is
therefore a major focus of the Code and of the Committee’s work with Code
subscribers.

A picture of claims activity in the Australian insurance industry

Code subscribersdé data reveals increased
in 20161 17. This was driven in part by the greater impact of catastrophes in 20161 17 and
was reflected in increases in the number of claims lodged, declined and withdrawn across
both retail and wholesale insurance. Overall, the retail claims acceptance rate remained
steady, with a decreasing acceptance rate in the travel class being the one exception.

While data quality continued to improve in 201671 17, the picture of claims activity remains

incomplete. In particular, not all Code subscribers are able to provide complete and accurate

figures for declined and withdrawn retail claims; and information about the reasons claims

were withdrawn or declined is also patchy and often too general to inform analysis of trends.
As such, declined and withdrawn claims are likely underreported and these figures should be

treated as indicative only.

Lodged claims

The number of claims lodged by consumers increased this reporting year. In 20161 17, Code
subscribers received 4,638,186 general insurance claims, a 9% increase compared to 201571

16. This overall growth in claims was largely the result of a 7% increase in retail claims.
However, wholesale claims, which made up just 13% of total claims in 20157 16, also
increased, and at a faster rate than retail claims (Table 8).

Table 8: Claims lodged, declined and withdrawn, 2016-17

cl ai

Lodged Declined Withdrawn
No. Percent No. Percent No. Percent
change change change
Retail 4,022,089 7.1% 158,546 10.5% 279,698 3.3%
Wholesale 616,097 21.8% 8,965 70.7% 21,080 28.5%
Total 4,638,186 8.8% 167,511 12.7% 300,778 4.7%
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The year-on-year claims increase is the continuation of a longer-term trend. Since 20121 13,
the number of retail claims lodged by consumers has grown steadily from a base of 3.24
million, reaching 4.02 million in 20167 17 (Chart 3). The sharpest increases occurred in
20141 15 and 20161 17, when lodged claims increased 8.2% and 7.1% respectively. Both
peaks coincided with severe weather events.®

Chart 3: Retail claims lodged, 2012-13 to 2016-17
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The impact of catastrophes

In 201671 17, several Code subscribers reported that severe and extreme weather events
contributed to growth in both claims and declined claims in the home, motor and travel
classes. The larger and more widespread impact of catastrophes placed Code subscribers
under pressure as they received more catastrophe-related claims.

Although the ICA declared only five catastrophes i the same number as in 20157 16 7 their
impact was far greater (Table 9). As a result, consumers lodged around 182,565
catastrophe-related claims in 20167 17, a sharp increase from 41,114 claims the previous
year. These claims contributed to the overall increase in retail claims in 201671 17, particularly
in the home and motor classes.

With total estimated losses of approximately $2.76 billion, Code subscribers faced mounting
pressure to respond in an effective and timely way and ensure that consumers were
adequately covered for their losses.

9 See General Insuranc€ode Governance Committ@éhe General Insurance Industry Data Report 20015
available for download from: http://codeofpractice.com.au/governance-and-monitoring
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Table 9: ICA-declared catastrophes, 2016-17

Catastrophe Estimated
associated claims

Western NSW Flooding (ICA CAT #164) 1,200
19.10.2016 to 06.11.2016

Widespread flooding occurred throughout the
Lachlan River catchment, impacting Forbes and
surrounding towns.

November Hailstorm (ICA CAT #165) 52,387
11.11.2016
A severe storm/ hailstorm

West, parts of Eastern SA and Western NSW.

NSW Bushfires (ICA CAT #171) 2,000
12.02.2017 to 18.02.2017
Up to 100 bushfires occurred throughout NSW.

Sydney Storm (ICA CAT #172) 53,720
18.02.2017

A large storm impacted Sydney and parts of the

lllawarra region.

Cyclone Debbie (ICA CAT #173) 73,258
27.03.2017 to 10.04.2017

The Category 4 Severe Tropical Cyclone struck the
QId coast around Airlie Beach, with storm and flood
damage extending along the eastern seaboard to the
NSW:i Victoria border.

Total 182,565

Source: ICA Data Globe website, ICA Catastrophe Dataset

Retail insurance class trends

Estimated loss
value

$8.7m

$597m

$33.5m

$512m

$1,612m

$2,763m

The overall increase in retail claims lodged in 201671 17 reflected increases in all but one

retail insurance class (Chart 4).

Motor claims, which made up just over half (51%) of all claims, increased 2%. Strong growth
(29%) in personal & domestic property claims saw almost as many claims in this class as in
home; respectively, these classes accounted for 21% and 17% of total retail claims.
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Consumer credit insurance, sickness & accident and residential strata products combined
accounted for 4% of retail claims during the period. Sickness & accident was the only class
in which claims decreased in 201671 17.

Chart 4: Retail claims lodged by class, 2015-16 to 2016-17
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Declined claims

Alongside the growth in claims lodged, the number of claims declined also increased.
6Declinedé here refers to all claims declined,
claims and any claims that were partially accepted.

Declined claims rose 13% from 2015i 16 levels to reach 167,511 in 20161 17, outpacing the
growth in claims lodged. Again, most (95%) declined claims were for retail insurance,
although wholesale declined claims increased much more dramatically, up 71% between
20157 16 and 20167 17.

The overall increase in declined retail claims over the last two years was the result of
increases across the four major retail insurance classes: home, personal & domestic
property, travel and motor (Chart 5).

The growth was particularly marked in the personal & domestic property class. When
compared with 20157 16, Code subscribers declined fewer claims under consumer credit
insurance, sickness & accident and residential strata products.
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Chart 5: Declined retail claims by class, 2015-16 to 2016-17
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As with the growth in retail claims, the increase in declined retail claims in 20167 17

continues an ongoing trend. The number of declined claims has continued to increase year
on year since 20121 13, from 94,726 to 158,546 in 2016-17. The largest increase occurred in

20147 15 with a 16.7% spike (Chart 6).
Chart 6: Retal claims declined, 2012-13 to 2016-17
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However, these figures are indicative only, as some Code subscribers are unable to provide
complete declined claims data.

Industry has improved its ability to provide information about the reasons claims are declined

and the Committee welcomes Code subscribersoéo eff
provided is still varied. While some Code subscribers can specify the relevant exclusion,

others can only make generic references to exclusions or a lack of cover.

I n the Committeebds vVview, this |l ack of speci ficit
analyse and track why retail claims are being declined. Without this information, Code

subscribers cannot assess whether claims are being declined in line with the relevant facts,

policy terms and the law. Business planning is impeded: Code subscribers do not know

whether policy terms and conditions need to be changed so that insurance products meet
consumersod® needs, or if there are gaps in consun
be addressed.

The Committee acknowledges the challenges that come with complex intermediary
arrangements, business mergers and expansion of product distribution and/or claims
administration networks. Nevertheless, improving the accuracy, consistency and
comprehensiveness of data on declined and withdrawn claims should be a high priority for
Code subscribers and the industry as a whole.

Observation 4: Expanded and improved data collection provides a clear picture of
claims activity

To provide a clear picture of claims activity and support practice improvements, Code

subscribers should make a concerted effort to improve data collection on declined and
withdrawn claims. Data systems should be modified and improved so that detail on the
specific reasons for declined claims and withdrawal are captured and can be extracted.

At the same time, the general insurance industry, led by the ICA, needs to develop a
consistent definition of oépartially accer¢g
reporting.

Withdrawn claims

Alongside claims and declined claims, the number of withdrawn claims also increased this
reporting period. A withdrawn claim is any claim which does not proceed to a decision to
accept or deny it.

Wit hdrawn claims include c¢l ai ms OtchH atserda&®y be desc
6di scont i nu e ddhe withdraval of a tlaihr neayvhave been initiated by either the
consumer or the Code subscriber.®

10see ASIC Report 24page 20: Review of general insurance claims handling and internal dispute resolution
procedures (Augusg011).
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In 201671 17, Code subscribers reported that 300,778 claims were withdrawn, 5% more than
in 201571 16. Once again, in percentage terms, the increase in withdrawn retail claims (3%)
was smaller than the increase in withdrawn wholesale claims (29%). Even so, retail
withdrawn claims continued to make up the vast majority (93%) of withdrawn claims.

Although slightly more retail insurance claims were reported withdrawn in 20161 17, there
was no consistent pattern across classes (Chart 7).

The largest increase, in both raw numbers and percentage terms, was for personal &
domestic property. Withdrawn motor claims also increased slightly, as did withdrawn claims
in the residential strata and consumer credit classes. In contrast, withdrawn claims
decreased in the home, travel and sickness & accident classes.

Chart 7: Withdrawn retail claims by class, 2015-16 and 2016-17
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Notwithstanding a drop in 2013i 14, retail withdrawn claims numbers have also trended
upwards over the past five years (Chart 8). However, like the data on declined claims,
withdrawn claims data is incomplete, and can only be considered indicative. While there may
be other influencing factors, some of the increase in withdrawn claims can be attributed to
improved data capture and reporting.
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Chart 8: Retail claims withdrawn, 2012-13 to 2016-17
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Claims acceptance rate

Between 20151 16 and 20161 17, the proportion of claims accepted by Code subscribers
remained relatively stable. In 20167 17, the retail claims acceptance rate i that is, the
percentage of claims lodged (less claims withdrawn) that were not declined i was 95.8%,
compared to 95.9% in 20157 16. Claims acceptance rates increased or remained essentially
unchanged for all but one retail insurance class (Chart 9). The exception was travel, for
which the acceptance rate fell from 88.4% in 201571 16 to 87.9% in 20167 17.

Interpretation of claims acceptance rates is complicated by data collection gaps. As noted

above and in the Committeeds submission to the
claims are only partially accepted. Also unknown is what proportion of withdrawn claims i

which have been increasing year-on-year i would have been declined had they proceeded

to a decision. This is of particular concern considering that under the Code, consumers with

withdrawn claims (unlike those whose claims are declined) are not entitled to written

confirmation of the reason for this withdrawal or information about their right to ask for the

claim to be reopened. In its submission to the ICA Code review, the Committee

recommended that this gap in the Code be addressed.
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Chart 9: Retail claims acceptance rates by class, 2015-16 and 2016-17
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Motor claims

Just over half (51%) of all retail claims made by consumers in 20167 17 related to motor
insurance products. Consumers lodged over 2 million motor claims, a slight (2%) increase
compared to 20157 16.

Motor continues to have the highest claim acceptance rate, with 99.5% acceptance in 201671
17. This was the case despite the fact that declined claims increased more than claims:
Code subscribers declined 9,146 motor claims, 5% more than in 20157 16. Where possible i
for around three-quarters of declined motor claims (7,025) i Code subscribers provided
information about the main reasons claims were not accepted (Table 10).

Table 10: Top reasons motor claims were declined, 2016-17

Reason

1.

Due to a policy exclusion or condition including:

I The insured failed to comply with their duty of disclosure or
made a misrepresentation before they entered into the
contract of insurance i 1,208

The insured failed to cooperate during the claim 7 705

The claim was declined because of fraud i 522

Wear and tear/maintenance 1 85

The driver was affected by alcohol or drugs i 76

= = = =

Not covered/no policy cover; policy exclusion or condition applied 1

no further detail provided.
No cover in place at the time of the loss.

Claims
2,685

2,629

1,711
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In 201671 17, withdrawn motor claims remained fairly stable at 129,067. For 59% of these
withdrawn claims, Code subscribers were able to report the reason for withdrawal. More
than half (54%) were withdrawn because the claim was not pursued 1 this applied to 41,784
claims. Some claims were withdrawn because they came within the applicable excess (13%
or 10,043).

Code subscribers cancelled or withdrew a further 6,513 (9%) claims because there was no
further response from the claimant. Consumers withdrew 4,282 (6%) claims because they
decided not to claim their own damage. For 4% of withdrawals (3,141 claims), consumers
were unable to claim their own damage because they held third party fire and theft/theft
cover only, and did not have comprehensive cover. 979 (1%) motor claims were withdrawn
specifically because of non-cooperation, involvement of alcohol or drugs or suspected fraud.

Home claims

With 865,127 claims, home accounted for the second-largest proportion of retail claims
(21%) in 20167 17. Home claims increased by 7% between 20151 16 and 20161 17. Although
Code subscribers declined more home claims in 201571 16, the overall acceptance rate in this
class remained steady at 92.8%, down only marginally from 92.9% the previous year.

With a 9% increase in declined claims to 55,013, home accounted for more than one-third
(35%) of all declined retail claims. Code subscribers were able to provide some information
about the reasons home claims were declined or withdrawn. The most frequent reasons for
declining home claims is based on data for 87% (47,931) of declined home claims (Table
11).

Table 11: Top reasons home claims were declined, 2016-17

Reason Claims
1. Not covered/no policy cover; policy exclusion or condition applied T 25,658
no further detail provided.
2. Due to policy exclusion or condition including: 21,776
1 Wear and tear/lack of maintenance/gradual deterioration i
11,031

9  No storm created opening i 4,114
9 Failure to comply with their duty of disclosure or made a
misrepresentation before they entered into the contract of
insurance 1 179
3. No cover in place at the time of the loss. 369

Code subscribers reported 4% fewer withdrawn home claims in 20161 17, down to 97,946.

Code subscribersédata about the reasons for withdrawn claims was patchy i available for

just 59% of withdrawn home claims. Among the 57,824 withdrawn claims for which data was

available, the top reason for withdrawal was that the claim was not pursued or the consumer

did not wish to proceed, with no reason being given (32,961 or 57%). A substantial 8,144

claims (14%) were withdrawn because they fell below the applicable excess. Code

subscribers withdrew 5,433 claims (9%) because there was no response from the consumer

and consumers withdrew 4,010 claims (7%) because of the operation of a policy exclusion or
condition. Finally, 3,976 claims (7%) were recor
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Personal & domestic property claims

Strong business growth in personal & domestic property insurance in 201671 17 translated
into increases in claims, declined claims and withdrawn claims in this class, which covers
diverse items from caravans, laptops and mobile phones to pets. Consumers lodged
677,000 personal & domestic property claims in 20167 17, a 29% increase over 201571 16
figures. With this marked increase, personal & domestic property claims represented 17% of
total retail claims in 20167 17.

While more personal & domestic property claims were declined in 20161 17, the rate of

increase was less than the growth in claims lodged. Declined personal & domestic property

claims increased 19% to 53,050, accounting for one-third (33%) of all declined retail claims

in 20161 17. Thisyear 6s increase in declined c¢cl a%ms foll o
20157 16 and 16% in 2014i 15. Overall, the personal & domestic property claims acceptance

rate improved to 91.6% (up from 91.1%).

Withdrawn personal & domestic property claims increased dramatically. Code subscribers
reported 42,525 withdrawn claims in 20167 17, an enormous 76% more than in 20157 16.

Code subscribersdéd data on the reasons cl ai ms wer
these trends. Code Subscribers provided information about the reasons 39,743 claims were
denied, but this includes specific details for only a fraction of the total (Table 12).

Table 12: Top reasons personal & domestic property claims were declined, 2016-17

Reason Claims
1. Not covered/no policy cover; policy exclusion or condition applied i | 35,315
no further detail provided.
2. Due to a policy exclusion or condition including: 4,369
1 Pre-existing condition i 1,763
1 Routine carei 1,379
9  Loss occurred during the policy waiting period i 587
1 Not a covered component i 255
1 Non-disclosure, misrepresentation, non-cooperation or fraud i
108

Data on the reasons for withdrawal was available for just 36% of withdrawn personal &

domestic property claims and furthermore, this data lacks specificity. Most commonly, claims

were withdrawn because the claim was not pursued or there was no response by the

claimant (9,124 clams) . A furt her 3,444 cl aims were recorde
1,326 claims were withdrawn for specified reasons including 451 claims withdrawn because

of a policy condition or exclusion and 239 claims that fell below the applicable excess.

Finally,1, 319 cl ai ms were withdrawn at the cl aimanto

Code subscribers were not able to adequately explain the substantial shifts in personal &
domestic property claims, declined claims and withdrawn claims in 20167 17. Some cited
strong business growth as a factor; the Committee notes, however, that increases in claims,
declined claims and withdrawn claims well exceed the rate of business growth in this class.
Other Code subscribers attributed increases to reporting improvements, noting that in the
previous year, some claims were omitted because they were incorrectly categorised as
wholesale rather than retail.
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Observation 5: Deepen understanding of data shifts via tracking and analysis of
declined and withdrawn claims data

While these factors go some way to explaining the trends, the Committee encourages
Code subscribers to deepen their understanding of such shifts by tracking and analysing
declined and withdrawn claims, including the reasons for these.

Such analysis would allow Code subscribers to develop strategies to address any
identified gaps in the way claims are assessed and determined, as well as any shortfall in
consumersé understanding of the operation

Travel claims

Growth in travel claims slowed this reporting period. Consumers lodged 294,710 travel
claims in 20167 17. This represented a 5% increase from the previous year, much lower than
the 11% increase in travel claims between 20141 15 and 20157 16.

The proportion of travel claims accepted is the lowest of any retail class, and dropped from
88.4% in 20157 16 to 87.9% in 201671 17. Two of the fifteen Code subscribers that offer travel
insurance had very low claim acceptance rates of just 56.8% and 58.0%.

Code subscribers reported a range of reasons for this low and decreasing acceptance rate.

More consumersd cl aims were excl u-prieed predesctsa r esul t
with wide exclusions and more frequent global natural disasters, which are often generally

excluded. Growth in irregular or fraudulent claims was also cited as a factor.

Some Code subscribers reported that more consumers are shifting from traditional travel
products to complimentary travel cover available as a benefit of a credit card facility. Before
accessing the benefits of complimentary travel cover, consumers must activate it, for
example, by using the credit card to pay for travel arrangements. Activation requirements
vary from product to product. Code subscribers reported that this has led to more declined
claims under complimentary travel, because more consumers were ineligible for cover.

When consumers have complimentary travel cover as a benefit of a credit card facility, it is

the consumer 6s bank, not t he insucedh $he ooasumetithiee ms el v e s
beneficiary of the travel cover. In June 2015, following consumer complaints to ASIC and

disputes data published by FOS, ASIC reviewed 17 credit card brands that included

complimentary travel cover. The complimentary travel cover was underwritten by three major

general insurers, and the credit cards were issued by a range of providers including the big

four Australian banks.*As a result of ASI Cdés work, the credi
agreed to improve their communications with consumers who use such products, including

by clarifying when the insurance cover is activated.

11 See ASIC media release 15-136MRASIC welcomes improved credit card travel insurance disclosure (2 June
2015).
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The Code requires Code subscribers to treat consumers who are beneficiaries in the same
way as an insured when it comes to claims under complimentary travel cover. For example,
they must still provide written claims decisions and inform consumers of the right to dispute
the decision. However, the Code standards that apply to enquiries about insurance and
communications do not apply to consumers who are beneficiaries. As a result, the Code
does not require Code subscribers to ensure that consumers are informed about the terms
and conditions of complimentary travel cover, or how it is activated.

The low travel claim acceptance rate in 20167 17 reflects an increase in declined claims. In
201671 17, Code subscribers declined 34,695 travel claims, up 12% on 20151 16 figures.
Code subscribers supplied decline reasons for one in three (10,338) of these claims (Table
13).

Table 13: Top reasons travel claims were declined, 2016-17

Reason Claims

1. Not covered/no policy cover; due to a policy exclusion or 5,409
condition T no further detail provided.

2. Due to a policy exclusion or condition including: 4,710

1 Lost, damaged or stolen luggage exclusion, including
unattended luggage i 2,080

Pre-existing illness/medical condition i 817

No evidence of ownership i 424

No cancellation provision 1 395

No police/loss report about the loss i 379

=a =4 —a -

Withdrawn travel claims decreased markedly this reporting period. In 20167 17 there were
7,410 withdrawn claims, 47% fewer than the 13,933 recorded the previous year. Data on
most (98% or 7,295) of these withdrawn claims shows that the top reason for withdrawal was
no response from consumers, comprising 2,440 withdrawn claims. 1,800 claims were
discontinued because the claims came within the excess, while 1,434 claims were withdrawn
for specific reasons. In 1,278 cases, claims were not pursued and no further reasons were
given. A small group of claims (345) were withdrawn because they had been opened in
error.

Residential strata

Residential strata claims increased 10% to 64,405 claims, which Code subscribers attributed
to business growth. There was a 30% decrease in declined residential strata claims (to
1,209) and a 45% increase in withdrawn claims (to 1,020). One Code subscriber reported
that it had improved its ability to isolate residential strata claims data, particularly apparent in
lodged and withdrawn claims data. Another Code subscriber over-reported in 20151 16 when
it entered withdrawn and declined claims figures in the wrong columns.

Code subscribers provided their top reasons for declining residential strata claims in relation
to 758 claims. Of these, 398 claims were declined because of a specified exclusion or
condition, including 233 on the basis of wear and tear/maintenance/gradual deterioration. A
further 344 claims were declined because there was no cover i no further detail was
provided. Finally, 16 claims were declined for other reasons, including 8 that fell under the
excess.
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The top three reasons for withdrawal of residential strata claims, drawn from 355 claims,
were the claim no longer being pursued with no further reasons given (128 claims); no
response from consumers (77 claims) and under excess (60 claims).

Consumer credit insurance

In 201671 17, consumer credit insurance claims grew 24% to 41,451. Some Code subscribers
suggested that this increase may reflect increased consumer awareness of product benefits.
Other Code subscribers provided Consumer Credit data in 20167 17 but not 20157 16, which
has contributed to the reported claims increase.

Declined claims fell 14% to 4,052, while withdrawn claims dropped 12% to 1,196. One Code
subscriber attributed a reduction in declined claims to changes to policy limits. Another
identified economic factors such as lower credit lending volumes and industrial strike rates
as having a positive effect on the rate of declined claims.

Code subscribers provided their top reasons for declining consumer credit insurance claims
based on 2,462 claims. Most (1,847) were declined on the basis of specified exclusion or
condition, including 382 excluded because of a pre-existing medical condition or injury.
Unspecified exclusions or conditions led to 532 claims being declined, and 102 claims were
declined because supporting information was not provided.

The top reason for withdrawal of Consumer Credit claims was the consumer deciding not to
proceed, without any further reason being given i this applied to 623 of 1,091 claims. A
further 240 claims were withdrawn because consumers did not respond or provide
supporting documents.

Sickness & accident

Sickness & accident had the smallest number of claims and was also the only class in 20161
17 for which numbers of lodged, declined and withdrawn claims fell. Errors in claims-related
data reported in 20157 16 may have contributed to the lower numbers seen in 20167 17. A
Code subscriber reported that it had incorrectly included life insurance data under sickness
& accident in 20157 16.

Code subscribers declined 1,381 sickness & accident claims. Data for 874 of these declined
claims shows that the most common reason for decline was an unspecified policy exclusion
or condition (527 claims). An additional 262 claims were declined on the basis of a specified
exclusion or condition, including 104 declined because of a pre-existing condition.

Code subscribers report 534 withdrawn sickness & accident claims. These were mainly
withdrawn without any reason provided by the consumer (228 claims) or because the claim
was below the excess (211 claims).
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Improving how claims are handled

Claims handling is a central focus of the
monitoring and promoting improvement to practice in the general insurance industry. In
20167 17, claims-related breaches made up nearly three-quarters of all Code breaches. The
Committeebs monitoring of these breaches
focus their compliance efforts, improving the claims service they offer consumers. In
considering a breach of subsection 7.2, in 20161 17 the Committee made an important
determination that clarified the need for Code subscribers to have sound, verifiable evidence
to support any decision to reject a claim due to fraud.

Also during 20167 17, the Committee completed a major own motion inquiry examining how
Code subscribers investigate claims, including how their outsourced services operate. The
findings and recommendations of this inquiry drew attention to the need for compliance
improvement where claims functions are outsourced.

Monitoring breaches of the Codeds cl ai

The Cod e drelated stamdamsplay a critical role in ensuring that consumers receive
high standards of service in claims handling, even when they are experiencing financial
hardship or the consequences of a catastrophe.

The relevant standards are contained in three Code sections. Extensive claims standards
are set out in section 7, which describes
claims, assessing and investigating them and making claims decisions, as well as
obligations concerning workmanship and materials.

Focused on Code subscribersé use of servi
service suppliers provide services; their competency and suitability for this; their contracts
with Code subscribers; and how they must respond to complaints. Section 9 sets out specific
standards that apply to claims related to catastrophes.

Increase in claims breaches

Most Code breaches in 20167 17 were of these claims-related standards, with the major
breach areas listed in Table 14. The Committee recorded 6,613 claims-related breaches, as
outlined in Table 15, accounting for around three-quarters (74%) of all Code breaches this
year.

The vast majority of these claims-related breaches (99%) concerned the claims standards in
section 7 of the Code, while 44 breaches were of standards for service suppliers and 8
related to catastrophes. Of the total 6,613 claims-related breaches this year, 10 were
considered significant breaches.

These figures reveal a dramatic increase in claims-related breaches. In 20167 17, such
breaches increased 73% over 20151 16 figures. The growth in claims-related breaches was
the main driver of the overall breach increase this reporting year.
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Table 14: Top contributors to claims-related Code breaches, 2016-17
Code standard Breaches

7.10 (ai c) T Notify within 10 business days of further 2,283
info/assessment required

7.13 7 Provide you with claim progress updates at least 1,407
every 20 business days

7.16 1 On completion of information gathering and 1,070
enquiries, decide whether to accept/deny claim and
notify within 10 business days

7.9 7 Notify within 10 business days of claim 579
acceptance/denial

Total 5,339

Table 15: Claims-related breaches in 2016-17

Code Category Breaches
7 Claims 6,561

6 Standards for Service Suppliers 44

9 Catastrophes 8
Total 6,613

Multiple factors may have contributed to the increase in claims-related breaches. The spike

in claims volumes following severe weather events placed pressure on claims staff and

service suppliers, making it difficult to maintain compliance with claims handling standards i

particularly timeframes. Increased auditing, monitoring and review activities, sometimes

focused on new staff, may have boosted awareness of Code obligations and thus reporting

of non-compliance.

At the same time, compliance framework weaknesses meant that some non-compliance
went undetected for prolonged periods, allowing breaches to build up. Even where Code
subscribers are carrying out compliance functions, review and reporting, and analysis of
guality assurance data, there can be delays in identifying, reporting and resolving issues
indicative of significant non-compliance, due to a disconnect between compliance, quality
assurance and management functions.
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Observation 6: Rigorous compliance frameworks ensure that claims handling
issues are identified and addressed

Code subscribers should review their compliance frameworks to ensure that they are
sufficiently rigorous for monitoring compliance with claims handling standards, including
that:

9 they carefully monitor claims handling performance and appropriately prioritise
compliance with Code standards as part of workflow management decision-making
and management supervision within claims areas, particularly where claims teams
and/or management have increased workloads

I claims management and staff are aware of the importance of logging issues that
may indicate Code non-compliance as a control for identifying systemic weakness
or significant changes in performance

9 there are reporting mechanisms to ensure that team leaders notify senior
management of exceptions arising from claims processing backlogs

9 quality assurance reporting methodologies for claims include mechanisms to
ensure that quality assurance teams can adequately communicate, or alert
management to, identified trends in Code non-compliance.

Notifying consumers of additional information needs

The Code imposes timeframes on Code subscribers that seek more information or
assessment before a claims decision is made. Under subsection 7.10, a Code subscriber
has ten business days from receipt of the claim to explain any extra information it needs
from the consumer; engage a loss assessor or adjuster, if needed; and give the consumer
an initial estimate of the time it will need to make a decision on the claim.

The costs to consumers of processing delays can range from minor inconvenience to major
emotional and financial detriment. This important standard is meant to ensure that claims are
processed in a timely way, in turn allowing timely claims decisions and minimising consumer
detriment.

Non-compliance with this standard accounted for 2,283 breaches i the largest number of
claims-related breaches in 201671 17. Most breaches of subsection 7.10 (78.9% or 1,669
breaches) occurred because a Code subscriber did not have enough staff to handle this
initial phase of the claim or understand their obligation to do so; this was addressed with
increased staff training and oversight.

Breaches of subsection 7.10 included three significant breaches reported by two Code
subscribers. One of these significant breaches occurred when business growth led to a
staffing shortfall that took some time to be addressed. In the meantime, for around ten
weeks, a backlog clearing an email inbox for lodgement of new claims and claim documents
led to delays transferring information to the claims management system. As a result, the
Code subscriber was unable to meet the ten business day requirements in subsection 7.10
(as well as subsections 7.9, 7.14 and 7.16). While the claims manager knew of the delays,
the matter was not elevated or reported internally. A formal review found that 3,224
customers had been affected.
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In both this and the second significant breach case, the Committee worked with both Code
subscribers to ensure that they had identified all affected consumers and appropriately
redressed all consumer detriment (financial and non-financial). In addition, the Committee
confirmed that the Code subscribers had identified the root causes of the breaches and
taken steps to address these, preventing or minimising recurrence.

Keeping consumers informed of progress

Once a consumer makes a claim, a Code subscriber must keep them informed about the

c | a iprogress at least every 20 business days (subsection 7.13). This proactive and

positive obligation facilitates transparency about the claims process and helps Code
Ssubscribers to manage consumersd expectations ab
tracking. Communication with affected consumers becomes especially important during

claims backlogs.

There were 1,407 breaches of this standard in 20167 17, most of which (1,243 or 88%) were
identified and self-reported by four Code subscribers. These breaches occurred because of
insufficient staffing, lack of understanding of Code obligations and the failure to adhere to
documented processes and procedures. Once the breaches were identified, Code
subscribers contacted affected customers with information about the progress of their
claims. To reduce the likelihood of a repetition of the breaches, these Code subscribers
undertook several measures, including increased training in the Code and relevant
processes and procedures, and improved monitoring.

Notifying consumers of claims decisions

When a Code subscriber has completed gathering the information it needs to assess a claim
and form a view about its liability, it must decide to accept the claim or deny it and inform the
consumer of its decision within 10 business days.

This obligation, contained in subsection 7.16, is crucial. Consumers are entitled to have their

claims promptly assessed and paid in accordance with the relevant policy, and delays can

have serious adverse consequences for consumers. This is especially so where a consumer

has made a claim for significant damage to their home (for example, as a result of a
catastrophic event) or where the claimds out come
remain able to meet their financial obligations (for example, where a consumer has lost their

job and is no longer able to meet their loan repayments).

There were 1,070 breaches of this requirement in 20167 17, of which 2 were significant
breaches. Three Code subscribers identified and reported 810 (or 76%) of the subsection
7.16 breaches. The breaches were caused by insufficient staff to cope with an influx of
claims following significant weather events, as well as staff not reviewing claim documents or
following documented processes and procedures. To address the breaches, Code
subscribers provided further training, improved processes and procedures, and increased
staff resources.

The many breaches of subsection 7.16 and other claims standards related to staffing
shortfalls highlights the need for Code subscribers to be prepared for influxes of claims,
whether due to weather events or growth in new business areas.

37


http://codeofpractice.com.au/document/15-definitions#businessdays

Observation 7: Preparation ensures Code subscribers can maintain compliance
when claims volumes increase

Code subscribers should be vigilant about their compliance witht he Code és ¢
handling standards when claims management staff are under increased workloads,
whether due to severe weather events or growth in new business.

Code subscribers should ensure that increased volumes of new business (selling of new
policies) is communicated to senior claims management staff, to assist in data trend
analysis and planning for additional resourcing requirements in response to likely
increases in claims volumes.

Timely claims decisions where no further information is required

In circumstances where a Code subscriber does not require any further information,
assessment or investigation, after a consumer has lodged their claim, subsection 7.9
requires it to decide if it will accept or deny the claim and notify the consumer of the decision
within 10 business days.

There were 579 breaches of this subsection 7.9 requirement in 20161 17. Two Code
subscribers reported 63% (367) of these breaches. One concluded that the cause of the
breaches was administrative error and addressed them by rolling out further training for
relevant personnel, to remind them of their obligation to comply with the standard. The other
Code subscriber identified administrative errors and systems failures underlying the
breaches and addressed them by improving its communications with consumers and
processes and procedures. It also provided further training to relevant staff to improve their
understanding of Code obligations and the need to follow established procedures.

One breach of subsection 7.9 was a significant breach that was reported to the Committee
by a Code subscriber (described on p. 34).

Informing consumers about denied claims

When a Code subscriber decides that it wild.l not
communicate its decision to the consumer in writing. Together with the decision, Code

subscribers must communicate the reasons the claim was denied and information about the

c onsumer dmformatignlit teleed on in reaching its decision including reports

supporting its decision and information about its complaints (internal and external) process.

This standard is critical for consumers whose claims have been declined 1 it provides the

consumer with a means to under st andbiontahdchowbasi s of
it can be disputed.

There were 350 breaches of this subsection in 20167 17. One Code subscriber reported 181
(52%) of these breaches. Most were a result of too few staff to deal with claims to the
required standard and poor training, while the remaining breaches were caused by
administrative errors. The Code subscriber addressed these breaches by improving
monitoring of staff to ensure they adhered to procedures, improving processes and
procedures and providing further training to staff to enhance their understanding of their
Code obligations, processes and procedures.
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Other Code subscribers who breached this standard rectified the breaches by providing
information to consumers previously omitted and providing further training to the staff
responsible for the non-compliance.

Handling claims fairly when fraud is suspected

Under subsection 7.2, Code subscribers have a general requirement to handle claims in an
6honest, fair, transpar einll,tha@othmitiee mexld aysignificaaty . Dur i
determination related to this requirement. In considering this breach, the Committee had to

consider whether a Code subscriber had sufficient evidence to reject a claim based on fraud,

having regard to its obligation under subsection 7.2. The Committee was not persuaded that

the evidence supported the Code subscriber6 s deci si on, and expressed p
about inferences it had drawn against the policy holder based on his living arrangements

with the driver. This determination highlighted that Code subscribers must ensure they have

sound and verifiable evidence to support decisions to reject a claim based on fraud.

Outsourced claims functions

Code subscribers often and increasingly engage service suppliers i entities including
investigators, loss assessors and adjusters, collection agents and claims management
services T to conduct claims-related functions. Between 20157 16 (when the Committee
began collecting data on this section of the general insurance workforce) and 20161 17, the
number of service suppliers increased 36% from 5,777 to 7,860. Service suppliers are
required to comply with the Code.

While service suppliers must comply with the Code, there is no requirement on Code
subscribers to provide service suppliers with Code training. Nevertheless, in 20161 17, Code
subscribers provided most service suppliers with Code training (Table 16), exceeding
current requirements.

Table 16: Service suppliers provided with Code training, 2016-17

Entity type Workforce No. of % of

number workforce workforce

trained trained
Loss assessors or adjusters 3,765 3,275 87%
Investigators 1,869 1,642 88%
Claims management services 1,646 1,326 81%
Collection agents 580 446 77%

Code training supports service suppliers to comply with Code obligations when acting on

behalf of Code subscribers. 1 n i ts May 2017 submission to the |I
Committee recommended that the Code be amended to require such training is delivered to

all service suppliers.
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Prompt ed by feedback from consumers and consumer
outsourcing practices, in 20151 16 the Committee initiated an own motion inquiry into how

general insurers investigate claims and how their outsourced services operate. Based on

detailed information sourced from a selection of 27 Code subscribers, as well as input from

consumer advocates, the inquiry report'? in May 2017 presented a thorough analysis of how

industry conducts investigations and engages with service suppliers and consumers.

A central finding was that while Code subscribers manage compliance reasonably well when

handling claims internally, compliance becomes patchier once claims functions are

out sourced. Code subscribersdé oveanddttied over ser
i nadequat e, and i n some cases, contracts with seE€
requirements.

The Committee found that external investigators needed more guidance on how they
interview consumers, including minors. In some cases, Code subscribers had authorised
service suppliers to handle complaints T a function that, under the Code, must be carried out
by Code subscribers themselves.

Code subscribers frequently outsource key claims-related functions to service suppliers, and
almost always when fraud is considered a possibility. It is critically important, therefore, that
Code subscribers and their service suppliers are aware of, and compliant with, the relevant
Code obligations. To address these compliance issues and improve service to customers,
the Committee made some 30 recommendations covering issues including monitoring,
consumer information, the conduct of consumer interviews during investigations and
contractual arrangements with service suppliers.

With regard to arrangements with service suppliers, the Committee called on Code

subscribers to more proactively monitor their servicesuppl i er sé compl i ance and
complaints about them. The Committee also recommended that Code subscribers review

their existing contractual arrangements and take steps to ensure that their service suppliers

are aware of the obligations that apply to their services.

The inquiry report was met with media coverage, consumer and regulator interest, and a

positive response from industry. The findings were covered in articles in The Age and

Sydney Morning Herald, as well as industry publications InsuranceNEWS and Insurance

Business Magazine Online. The Financial Rights Legal Centre circulated the report with its

own accompanying media release, and the Australian Securities and Investments

Commi ssion (ASIC) contacted the Committee to dis

The ICA welcomed the report, while one Code subscriber immediately advised the

Commi ttee that it was i ncor por aotitsriskgnanagement epor t 6 s
framework. Looking ahead, the Committee will monitor how Code subscribers adopt and

implement the recommendations and maintain close engagement with the ICA, which is

considering the recommendations as part of its Code review.

12 Available at http://codeofpractice.com.au/governance-and-monitoring
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Responding effectively to catastrophes

When a disaster prompts a large number of claims to multiple insurers, the ICA declares the

event a catastrophe, triggering the application
is important that Code subscribers handle catastrophe-related claims expeditiously, they

must also maintain oversight to ensure that the
Catastrophes often place consumers in highly stressful situations, while the volume of claims

can also put pressure on insurers. To assist customers in catastrophes, it is vital that Code

subscribers have adequate resourcing and the right processes in place. For this reason, the

Code places special obligations on Code subscribers to respond to catastrophes in an

efficient, professional, practical and compassionate manner. The standards that apply when

the ICA declares a catastrophe are contained in section 9 of the Code.

Positively, breaches of these requirements have been and remain quite low. From 20157 16
to 20167 17, breaches of the section 9 standards increased from two to a total of eight
breaches, all self-reported by Code subscribers. Notwithstanding this increase, low breach
numbers suggest that Code subscribers are paying close attention to their processes and
resourcing and providing consumers with a high level of service in catastrophe situations.

Even so, the breaches that were recorded highlight an area for improvement. All of the
identified breaches in 2016-17 concerned subsection 9.3 of the Code, which sets out special
requirements for catastrophe-related property claims that are finalised within one month of
the catastrophe. In this circumstance, consumers have 12 months after finalisation in which
they can check whether the settlement of their claim included everything that was lost or
damaged, and, if not, to ask the Code subscriber to review the claim i even if the consumer
previously signed a release. Subsection 9.3 also requires Code subscribers to tell
consumers about this entitlement when a claim is finalised. This is an important protection
for consumers with catastrophe-related claims, which are typically settled quickly, often with
a cash settlement. This has the important benefit of minimising inconvenience to customers,
allowing them fast access to funds and the flexibility to manage repairs or rebuilding.

However, the expeditious handling of these claims can mean some aspects are overlooked,

whil e consumersd precarious positions can make
and coverage of it. It is important that Code subscribers carefully assess all relevant benefits

under a policy, addressing these in settlements that are consistent with the policy wording

and the principle of fairness. Where something is missed, subsection 9.3 provides additional

protection for consumers.

Code subscribers reported that most of the breaches of subsection 9.3 were caused by poor
processes, which were subsequently improved. The Committee encourages all Code
subscribers to monitor their processes for compliance with the important provisions in
subsection 9.3.

Observation 8: Consistently inform consumers affected by catastrophes of their
right to have their claim reviewed

Code subscribers should closely monitor their processes to ensure that the standards in
subsection 9.3 are being consistently met.
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Financial hardship

One of the key contributions of the Code is the higher standard of protection it
offers for customers and third parties experiencing financial hardship.

The Code’s section 8 financial hardship provisions were considerably
enhanced in the most recent iteration of the Code, and include standards
relating to financial hardship assistance, the process of applying for it, and
how Code subscribers seek to collect money they are owed.

Working with Code subscribers to ensure that vulnerable consumers are
treated fairly was a focus of the Committee’s monitoring work in 2016-17.

Improving financial hardship practice

In2016117t he Commi ttee recorded 67 breaches of the
standards, compared with 31 breaches in 20151 16. The overall increase can be attributed to

an increase in the number of breaches i &kéntifiedo
aflom-on effect of the Committeeds work engaging cl
consumer advocates.

Of the 67 breaches recorded this year, 26 were self-reported by Code subscribers while the
Committee identified a further 41 breaches through its monitoring work. This compares with
27 self-reported breaches and four breaches identified by the Committee in 20157 16.

Financial hardship breaches in 20161 17 were recorded against eight different subsections of
section 8. The highest numbers of breaches were for subsections 8.4 and 8.12, followed by
subsection 8.6.

Financial hardship breaches were equally as likely to reflect poor processes and procedures
as a failure to follow them. Code subscribers responded to these breaches by providing
remedial training about identifying and dealing with individuals experiencing financial
hardship, and improving their financial hardship processes and procedures.

Handling applications for hardship assistance

When a customer or third party indicates that they are experiencing financial hardship, a
Code subscriber must provide them with an application form for financial hardship
assistance and contact details for the national financial counselling hotline (subsection 8.4).

The Committee recorded 16 breaches of this standard in 20167 17, up from 11 the previous
year. It is clear to the Committee that Code subscriber practice is still relatively immature and
needs continuing focus.
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Observation 9: Employees, collection agents and claims management services
respond consistently and effectively to disclosures of financial hardship

Code subscribers should continue to focus on improving their initial response when an
individual informs them that they are experiencing financial hardship. This applies to
responses from employees of Code subscribers themselves, as well as those of collection
agents and claims management services.

Collecting debt

Code subscribers and their agents must comply with the ACCC and ASIC Debt Collection

Guideline for Collectors and Creditors when taking any recovery action (subsection 8.12).

The Committee recorded 16 breaches of this standard this year, compared to just 4 for

20157 16. Only one of these was self-reported by a Code subscriber; the remaining 15

breaches were identified via the Committeeds i nv

Observation 10: Training and monitoring ensures that employees, agents and
claims management services follow debt collection guidelines

Code subscribers should increase their efforts to ensure their employees, collection
agents and claims management services are fully aware of all aspects of the ACCC and
ASIC Debt Collection Guideline by providing appropriate training and information. Code
subscribers should also be proactive in monitoring compliance, to identify any knowledge
gaps and address breaches at an early stage.

As well as applying to a Code subscriberd s plymes, the financial hardship standards also

apply to its collection agents (who are defined as service suppliers). Collection agents must

provide a consumer with details of a Code subscriber6 s f i nanci al hardship pr
(subsection 8.11) and suspend recovery action (subsection 8.7) if the consumer informs

them they are experiencing financial hardship. Collection agents are also bound by the

broader obligation in subsection 6.2 to provide their services on behalf of a Code subscriber

in an honest, efficient, fair and transparent manner. This obligation also extends to a Code

s u b s c r laime madagement service (also a service supplier) authorised to handle debt

recovery matters connected with claims it is managing for the Code subscriber.

The Committee observed that many ofthebr eaches of the Codeds financ
standards resulted from the actions of collection agents. The Committee therefore

encourages Code subscribers to carefully consider the circumstances in which they use

collection agents for recovery activities.

Observation 11: Collection agents are trained and supported to deal fairly with
people in financial hardship

Code subscribers should ensure they have clear channels of communication with their
collection agents, and they should provide adequate training and ongoing support to
reinforce the Code standards they must meet when dealing with individuals in financial
hardship.

43



Notifying consumers of the outcome of hardship assistance applications

After receiving an application for hardship assistance, a Code subscriber must notify the
applicant as soon as reasonably practicable of whether they are entitled to assistance
(subsection 8.6). Breaches of this requirement also accounted for a substantial proportion of
financial hardship non-compliance, with 15 breaches in 20167 17. This indicates that Code
subscribers need to focus on their timeframes when handling requests for financial hardship
assistance.

Observation 12: Code subscribers’ systems enable prompt responses to requests
for financial hardship assistance

Code subscribers should ensure they have responsive systems in place to deal promptly
with requests for financial hardship assistance. Code subscribers should gather relevant
information, make a decision and notify the individual in a timely manner, and avoid any

unnecessary delays.

The Committee acknowledges that Code subscribers have improved their efforts to ensure

their processes comply with the Codebés financi al h
compliance to ensure that their employees, collection agents and claims management
services follow those processes. However, steady growthinnon-c o mp |l i ance with the

financial hardship provisions over the past three years indicates that a continued focus on
this area is warranted. Code subscribers should aim to accurately determine if an individual
is entitled to financial hardship assistance as soon as reasonably practicable, and if so, then
work with them to achieve an outcome that is agreeable to both parties.
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Internal disputes

In 2016-17, Code subscribers dealt with more than 29,000 internal disputes
lodged by customers. Good handling of such disputes builds customer
confidence and trust, showing that Code subscribers will deal with issues in a
fair, timely and transparent way.

A picture of internal disputes in the Australian insurance industry

An internal complaints process should work simply and effectively for consumers. Current
arrangements under the Code require a consumer to, in effect, complain twice to a Code
subscriber, before they can take an unresolved complaint to FOS.

The Code permits a Code subscriber to operate a two-stage internal complaints process.
Stage oneis an initialreviewo f a ¢ o n s u me and, § unbappy with thé @ote

s U b s ¢ rdedisien, thesconsumer may advise it that they wish to escalate their complaint
to stage two. The review of a complaint in stage two should be conducted by a different
person who was not involved in the stage one decision.

I f the consumer i s unhap pstpge two detision, they haveadright s ub s cr i
to refer it to FOS for external dispute resolution (EDR). Code subscribers must inform
consumers of this right during and at the conclusion of the internal disputes process.

Each stage of the internal complaints process must be completed within 15 business days
and, at the end of each stage, a Code subscriber
complaint in writing. I't must also provide infor
they are unhappy with the outcome. A Code subscriber must provide its final decision in
response to a consumer6s complaint within 45 cal

This chapter focuses on complaints that have reached stage two of this internal process;

these have been | abelled 6internal di sput esb6. F C
two reporting periods, in 20167 17 internal dispute numbers stabilised. Code subscribers

received 29,682 internal disputes in 201671 17, just slightly fewer than the 30,171 received in

201571 16. The vast majority of the internal disputes (27,919 or 94%) received in 201671 17

related to retail rather than wholesale insurance products (Table 17).

Table 17: Internal disputes received and finalised, 2016-17

Internal disputes in stage two

Insurance = Received by Code subscribers = Finalised by Code subscribers

class
All Classes 29,682 -1.6% 25,918 -4.3%
Retail 27,919 -2.3% 24,479 -4.2%
Wholesale 1,763 11.3% 1,439 -4.6%
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Trends in retail insurance internal disputes contrast sharply with developments in external
disputes. Retail internal disputes decreased slightly between 2015i 16 and 2016i 17,
dropping 2.3%. External disputes recorded by FOS, however, increased substantially over
the same two-year period, up 25% to 13,200.2 This increase followed another substantial
year-on-year increase of 20% between 20141 15 and 20157 16.

The fact that external disputes increased despite the fall in internal disputes is difficult to
interpret. It may be partly explained by a decrease in the proportion of internal disputes
finalised in favour of the customer. Just 23% of retail internal disputes were finalised in
favour of the customer (rather than the Code subscriber) in 20161 17, compared to 29% in
20157 16. The trend might also reflect under-reporting of stage two complaints with Code
subscribers not including disputes referred by FOS to them and incorrectly recording these
as Ostage thrtesed (EDR) dispu

Internal disputes about claims

Claims are a key issue in internal disputes, reflecting the fact that interaction between Code
subscribers and consumers peaks when a claim is made. In 201671 17, claims accounted for
87% of all retail internal disputes received (Chart 10).

Chart 10: Retail internal disputes by Code section, 2016-17
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13 See FOS’s 2016—17 Annual Review, available at
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Almost half (49%) of these internal disputes about claims concerned declined claims
specifically. Around 4 in 10 (39%) felslo,into the
which includes disputes relating to claims handling errors such as failure to meet timeframes

or workmanship errors. The remaining 12% of claims disputes concern the claim value, while

disputes about the refusal to re-open a claim make up less than 1% of claims disputes.

Although claims have risen steadily over the past five years, the number of associated
internal disputes has not increased. Since 20121 13, there have been year-on-year increases
in the number of claims lodged, such that over the five-year period, claims rose 24% from
3,240,823 in 20121 13 to 4,022,089 in 20161 17. However, the number of internal disputes
about claims has remained low: Code subscribers received 24,349 claims-related internal
disputes in 2016i 17, just 1% more than the 24,028 received in 2012i 13 (Chart 11).

Chart 11: Retail declined claims and related internal disputes, 2012-13 to 2016-17
Retail: Declined Claims, Disputes about Claims & Disputes about Declined Claims
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Similarly, the number of internal disputes specifically concerning declined claims has not
increased in line with substantial growth in declined claims. Over the five years from 20127
13, declined claims have risen steadily and at an even faster rate than claims, increasing a
total of 67% to reach 158,546 in 20167 17. In contrast, the number of related internal
disputes was actually slightly lower in 20161 17 than in 20121 13, down 1% to 11,926.

The slight decreases in claims and declined claims-related disputes between 2015 16 and
20167 17 appear to be positive developments, possibly suggesting that Code subscribers are
doing more to manage claims and liaise with consumers effectively before they reach the
internal disputes stage. The Committee encourages Code subscribers to continue to focus
on providing a high level of service when handling claims.
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However, the lack of data on stage one complaints means that the Committee cannot
interpret the cause of internal dispute trends with any certainty. In its submission to the ICA
review of the Code, the Committee argued that the two-stage internal complaints and
disputes process should be replaced with a simpler single-stage process. This would
improve complaint handling timeframes, reduce complexity for consumers, and lay the
groundwork for data collection that would provide a full picture of the internal complaints
process and any emerging issues.

Internal disputes by retail insurance class

In 20167 17, modest internal dispute increases in most retail insurance classes were offset
by decreases in the personal & domestic property and travel classes (Table 18).

Table 18: Retail internal disputes by class, 2016-17

Insurance class No. 2016-17 % change from 2015-
Total 27,919 —2.3]‘-’2
Motor 12,330 2.5%
Home 9,753 6.1%
Personal & domestic property 2,274 -41.1%
Travel 2,263 -3.3%
Consumer credit 569 19.5%
Residential strata 393 1.8%
Sickness & accident 337 11.2%

In 20167 17, motor products contributed the highest proportion of internal disputes,
accounting for close to half (44%) of all internal disputes. Motor-related internal disputes
rose 2.5% from the previous year, impacted by catastrophes that led to an increase in motor
claims and a flow-on impact on related disputes.

Most (87%) motor-related internal disputes had to do with claims. Of these claims disputes,

the majority related to O0o0other 6 asgpeptcortte of a cl
guality of repairs. Reflecting the very high (99.5%) acceptance rate for motor claims i the

highest of all retail insurance classes 1 only 20% of claims-related motor disputes were

about a declined claim. Disputes about the value of a claim were also quite low, accounting

for just 15% of motor disputes about claims.

Home insurance products were also a major contributor to internal disputes in 201671 17,
accounting for just over one-third (35%) of retail internal disputes. A year-on-year increase of
6.1% in home internal disputes was, like the increase in motor disputes, a flow-on effect of
catastrophes in 20161 17.

Again, claims accounted for most disputes in this class, up from 81% in 20157 16 to 85% in
2016-17. A 9% increase in the number of home claims declined this year was reflected in
disputes about declined home claims, which increased 12.5% to 5,020.
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In 201671 17, disputes about personal & domestic property products fell a marked 41% to
2,274 1 comprising 8% of all retail internal disputes. Interestingly, this decrease stands in
contrast to substantial increases in the number of personal & domestic property claims
lodged and declined in the same year, up 29% and 19% respectively. The majority of
disputes in this class concerned claims (96%), typically declined claims (92%).

Disputes about travel products decreased 3% to 2,263 and, like personal & domestic
property, accounted for 8% of all retail disputes. But while travel disputes decreased, those
specifically concerning declined travel claims increased 4%. This likely reflects the low travel
claim acceptance rate of 87.9%, which Code subscribers attribute to:

9 a high volume of lower-priced products that contain many exclusions

1 increased frequency of global natural disasters that are often excluded

f consumerswho dondét meet the acceptance criteria
benefit on a credit card 1 a growing area of business for some Code subscribers.

Some Code subscribers report that they are trying to assist consumers by offering add-ons
to base travel products so consumers can choose wider coverage.

Disputes about consumer credit insurance increased 20% to 569 in 20167 17. This increase

was driven by an increase in disputes about buying insurance (totalling 286 in 201671 17).

Unusually, this increase coincided with a 17% decrease in the sale of consumer credit

insurance products. Moreover, according to anecdotal reports from consumer groups,

consumers are often unaware that they hold consumer credit insurance, since these

products are typically sold as an add-on to another product. The increase in buying

insurance di sputes may indicate an increase in c
with how these products are sold.

Consumer credit disputes about declined claims decreased slightly in 201571 16, down 4% to
177, reflecting a 14% decrease in the number of consumer credit claims declined. Even so,
declined claims disputes as a proportion of claims-related disputes increased from 45% to
78%.

Disputes about residential strata products increased 2% to 393 in 2015i 16 1 a result of
more disputes about buying insurance. Claims-related disputes decreased slightly, but
nevertheless contributed the vast majority (96%) of residential strata disputes. Declined
claims disputes accounted for around three-quarters (74%) of claims-related disputes in this
class, with this decrease again reflecting a decrease in the number of declined claims.

This reporting year, disputes about sickness & accident products grew 11% to 337. Most
disputes i 282 or 84% 1 related to claims. Despite a 34% year-on-year decrease in the
number of claims declined in this class, disputes about declined claims rose by 26% to 222
(or 79% of claims-related disputes in this class).

Improving how internal disputes are handled

The Code requires that Code subscribers have an internal complaints process to deal with
consumer complaints and disputes, and sets out, in section 10, various standards that this
complaints and disputes process must meet. The Committee via its compliance monitoring
work has identified areas in which Code subscribers can improve the way they handle
complaints and disputes.
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Recorded breaches of the Codeds complaints stand
period, rising from 531 in 201571 16 to 1,167 in 20161 17. This figure includes nine significant

breaches and 1,117 other self-reported breaches 1 which make up the vast majority of

recorded section 10 breaches i as well as breaches identified by the Committee through its
monitoring work. Together, banédsputegstandartls t he Coded
represent 13% of 20161 17 Code breaches, ranking second to breaches of claims standards.

Chart 12 shows the top five internal dispute breach areas in 20167 17.

Chart 12: Complaints and disputes breaches, top five subsections, 2016-17
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Responding in writing

Code subscribers are required to respond to a complaint in writing, telling consumers the
decision and reason for it and informing them of their right to escalate the complaint
internally and, after that, to take their complaint to FOS (subsection 10.13). These are vital
protections, giving consumers a clear understanding about how and why a decision was
made and the availability of EDR if they do not agree. It also serves as a record of the
decision and enables consumers to escalate the matter to FOS if they are still dissatisfied.

There were 208 breaches of subsection 10.13 in 20167 17, an increase from 110 the
previous year and making it the largest contributor to breaches of complaints handling
standards. The majority of breaches in 20161 17 were caused by processes not being
followed (156) and also by administrative errors (44). Most breaches were rectified by
providing information to consumers, improving processes and providing remedial training.
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Providing contact details

At each stage of the complaints and disputes process, Code subscribers must provide the
customer with contact details for the employee assigned to liaise with them on their
complaint (subsection 10.8). This standard underpins clear, effective communication by
ensuring that consumers can easily get in touch with Code subscribers during the complaints
process.

In 2016-17, there were 178 breaches of this important requirement, compared with only 18
such breaches recorded in 20157 16.

All breaches in this category were caused by a failure to follow established processes, and
most (175) were addressed with remedial staff training and information provided to
consumers. The increased failure to follow these processes might point to problems with
their clarity as well as the adequacy of training provided.

Observation 13: Clear and accessible processes support staff to comply with
complaints and disputes handling standards

Code subscribers should periodically review their processes to ensure staff can easily
access and understand them.

Timely response to complaints

Code subscribers must respond to a complaint within 15 business days (subsection 10.11).
There were 159 breaches of this requirement in 20167 17 compared with 86 last year when it
ranked first. The majority of breaches (85) in 20167 17 were caused by administrative errors;
the other main cause was processes not being followed (60). To address this, Code
subscribers provided information to consumers, remedial training to their staff and improved
processes.

Again, this suggests that while relevant processes are in place, their clarity and effectiveness
may need to be improved. It is positive that Code subscribers are identifying and addressing
process issues; the Committee encourages Code subscribers to proactively review and test

their processes. Increased automation can also reduce the risk of administrative errors.

Handling complaints fairly and transparently

Code subscribers must handle complaints in a fair, transparent and timely manner
(subsection 10.4). This principle underpins all of the standards in section 10 and supports
Code subscribers to develop and build consumer confidence and trust. There were 147
breaches of subsection 10.4 in 20167 17. Last year this subsection ranked third with 64
breaches.

Most breaches this year were caused by administrative errors (109) and processes and
procedures not being followed (31). Poor training, system failures and poor processes also
contributed. These breaches were largely addressed by providing information to consumers,
improving processes and providing remedial training.
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Observation 14: Effective training supports staff to comply with complaints and
disputes handling standards

The effectiveness of training programs should also be reviewed periodically to ensure that
they accurately reflect current processes and that they are delivered in a concise and
easy-to-understand format.

Inform ing consumers of the right to make a complaint

Under subsection 10.5, Code subscribers must make available to consumers information
about their right to make a complaint and complaints processes on their websites and in
relevant written communications. Giving consumers accessible information about a Code
subscriberd s ¢ 0 mprbcass is éxtsemely important: consumers need to know that they

have the right to complain about any aspect of their relationship with their insurer and how to

do this. Given continuing growth in the use of online communications and social media,
Code subscribers must make information about their complaints processes easily available
online.

There were 146 breaches of subsection 10.5 this year, up from 15 in 20157 16. Almost all
(142) of these breaches were caused by processes not being followed. Most were
addressed by providing information to consumers, improving processes and providing
remedial training.
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Committee activities

The General Insurance Code Governance Committee (the Committee) is the independent

body responsible for monitoring Code subscribers' compliance with Code standards. Under

an outsourcing agreement, the Code team at FOS acts as Code administrator, with
responsibility for monitoring Code compliance on

Considering Code breaches

In 201671 17, the Committee considered and closed 149 breaches by 16 Code subscribers i
these have been included together with self-reported breaches in the totals given throughout
this report. Breaches considered by the Committee increased more than four-fold from 33
breaches closed in 201571 16.

Investigating Code breach allegations

Code breach allegations from customers, third parties and FOS are sources of the Code

breaches considered by the Committee. The Code gives the Committee the power to

investigate these allegations, determine whether any breaches have occurred and work with

Code subscribers to agree on any corrective measures they should apply. As well as

informing the Committeebds work with individual C
investigations help toinformdeci si ons about the focus of the Comi
activities.

This year, the Committee received 213 matters for investigation. Most (78%) of these were
referrals from FOS; the remaining 22% were evenly split between consumers and consumer
advocates or lawyers. By the end of 20167 17, the Committee had closed 174 investigations.

Significant breaches

Some breaches of the Codeds standards are consi 0
significant breaches. A breach is classified as significant depending on characteristics of the

breach itself i its duration, the potential or actual financial loss caused, and how it affects the

Code subscriber6s abi T aswsll agtie nymbes and foeguenictobE s er vi c €
previous similar breaches and whether the breach suggests that compliance arrangements

are inadequate. When a Code subscriber identifies a significant breach, it must report it to

the Committee within ten business days.

The Committee dealt with 14 self-reported significant breach matters (several involving
significant breaches of more than one Code standard) in 20167 17. Some of these were
carried over from the previous year. This was double the number of significant breach
matters considered in 2015i 16. From the 14 significant breach matters considered, 22
significant breaches were confirmed and resolved.

Around 45% oft hi s year 6s significant damshaodings concerne
provisions (10) and 41% involved provisions that apply to complaints and disputes (9). The

remaining three significant breaches concerned the provisions that apply to buying insurance

(2), and monitoring, enforcement and sanctions (1).
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Engaging with stakeholders

Engagement was a Committee focus in 20161 17. The Committee took its communication
with consumer advocates to another level, drawing on its on-the-ground experience to inform
its strategic direction. Alongsidet h e C o mnongoihgeverk a&ldressing breaches with
Code subscribers, it kept in close communication with the ICA on both its day-to-day work
and future directions for the Code and Committee.

Consumer advocates

Effective engagement with consumer advocates was a 20161 17 workplan priority. This
heightened level of engagement with consumer advocates provided crucial intelligence on
industry practice and the consumer experience, which flowed through into the rest of the
Commi t t e eTéhse wOoornkmielatibnship$ wgith the Consumer Action Law Centre
(CALC), WEstjustice and the Financial Rights Legal Centre brought attention to issues with
the sale of add-on insurance, hardship practice and claims investigations and decision-
making. This helped toinformt h e C o mndecisibns ab6ut where to focus its monitoring
efforts. Looking ahead to 20177 18, the Committee has been working with consumer
advocates to simplify the process to alert it to emerging issues.

Financial counsellors are a critical link to vulnerable consumers, and in 20167 17 the
Committee maintained strong engagement with the sector. In addition to ad hoc meetings
with financial counselling peak bodies, the Committee Secretariat attended and presented to
the national financial counselling conference as well as state conferences in Victoria, New
South Wales, Queensland and the Northern Territory.

Training was another focus of Committee work with consumer advocates. The Committee
Secretariat reached out to financial counselling peak bodies and other consumer
organisations to promote its Code e-learning module and discuss other training. Financial
Counselling Australia, the national peak body, added the Code e-learning module to its
online member toolkit. The Committee Secretariat also conducted face-to-face training with
CALC and WEstjustice.

Government and regulators

Throughout 201671 17, the Committee Secretariat held quarterly and ad hoc meetings with

ASI C, sharing the Committeebs work on activities
inquiry into claims, and discussing ASIC matters including its collection of Internal Dispute

Resolution data and review of sales processes for add-on insurance. In March 2017, the

Commi ttee and Secretariat attended ASI Cb6ébs Sydney
in the financial services.

The Committee also contributed to the Senate Ecoc
intoAustraliads gener al i nsurance industry, with a
role of the Committee.
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Industry

Much of the Committeebds engagement with individu
Code breach investigat i oneportaof signifcantbecachas.b scr i ber s &
These meetings were an opportunity to progress investigations, identify where breach

acknowledgements were appropriate, discuss the interpretation of Code standards, and

check that Code subscr i btlyaldresseetheeudderlyihgcauses i ons aoc
of Code breaches.

At the industry level, the Committee stayed in close communication with the ICA, providing
guarterly reports on its work to the ICA Board; briefing ICA meetings and welcoming ICA
representatives to Committee meetings; and holding ad hoc discussions with ICA staff.

Beyond this focus on day-to-day Code matters, the Committee also engaged with the ICA on
improvements to the Code and Committee processes. In line with its workplan priority to

continue improving the quality of industry data, the Committee Secretariat liaised with the

| CA6s Code Reference Group on updates to the dat
ICA Annual Forum in February 2017, the Committee Chairexplore d t he Codeds succe
and potential improvements as part of a panel discussion on self-regulation.

FOS

The Committee continued its close engagement with FOS in 20161 17. The Committee

Secretariat provided Code training to FOS staff and participated in monthly meetings of

FOS6s I nvestigationi @Gemmde Rals oll ug wroandcGe.ouWi th pres
general insurance open forums, the Secretariat spoke with industry about the differences

between systemic issues and Code investigations.

The Committee Chair also met with the chairs of other Code Governance Committees
supported by FOS, which cover the financial services sector.

Publications and submissions

The Committee released three publications and made one submission during 20167 17.

Own Motion In quiry into Investigation of Claims and Outsourced Services

In May 2017 the Committee released its report on its own motion inquiry into investigation of
claims and outsourced services, begun in the previous year. The report drew on data from
23 general insurers and 4 coverholders and claims administrators, as well as input from
community legal centres and financial counselling groups. The report made 30
recommendations aimed at improving claims investigation and how services are outsourced,
discussed in detail on page 39 of this report.

Industry Data Report 2015 916

Rel eased i n Mar ch 2ibdustry Data Report0lsimd brotigatéo§esher
data collected from Code subscribers about their activities 7 including policies, claims,
financial hardship and complaints i and their compliance with the Code.
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The 201571 16 report highlighted unexpected and concerning increases in both withdrawn
and declined claims, which rose 29% and 14% respectively. This surge in unsuccessful
claims was accompanied by a substantial 32% increase in customer complaints to Code
subscribers. Noting that Code subscribers had not adequately explained these worrying
trends, the Committee said that they should be doing more to understand the cause of
increases in declined and withdrawn claims, which might include poor consumer
understanding of the insurance products they purchase. The report included 12 Committee
recommendations for compliance improvements.

The Industry Data Report 20151 16 was well-received by stakeholders. Its major findings

were reported in industry bulletin InsuranceNEWS. The report also fed into national policy

processes when it was referenced in a public hearing for the Senate Economic References

Commi tteebs inquiry into Australiabds gener al i ns

General Insurance Code of Practice Annual Report 2015616

T he Co mmGendratlasirance Code of Practice Annual Report 20157 16, released in
September 2016, d et ai | ed t he Co mmiinclidedeandustry gudancewont i es and
financial hardship matters.

Submission to the ICA review of the Code

In early 2017 the ICA launched a review of the Code. The Committee developed a May 2017

submission to the Code review, setting out 27 recommendations for improving the Code by

clarifying and extending existing standards and adding new standards. For example, the

Committeer ecommended that the Codeb6s standards for
apply to all third-party sellers, as detailed on page 18 of this report.

It also recommended the introduction of a new standard recognising the special needs of

some customers. The Commi tteeds submission also referenc
earlier in its Own Motion Inquiry into Investigation of Claims and Outsourced Services and

General Insurance Code of Practice Annual Report 20151 16.

Decision-making

Each year, in February, the Committee convenes a strategy meeting to consider its aims and

where it will focus its monitoring efforts that year. The Committee examines the intelligence

gleaned through its own recent monitoring, including desktop audits, own motion inquiries

and Code breach investigations; information on ASIC activities; issues arising in FOS cases;

and input from consumer advocates, all of which build a picture of industry trends, consumer
experience and possible areas of emerging risk.
strategic decisions. In total, the Committee met nine times in 20167 17, complying with its

Charter and Deed obligations. Meetings were held in Sydney and Melbourne and via

teleconference.

Workplan p riorities

For the coming year, the Committeeds workplan pr
T contribute to the | CAG6s review of t he Code
9 research retail general insurance product distribution channels and how the Code
applies
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continue to improve the quality of its general insurance industry data
continue to develop industry guidance based on monitoring outcomes
continue to build the value of referrals of Code issues from various sources
develop an independent Committee website.
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Committee members

The Committee comprises three members: an independent chair and one representative
each of industry and consumers.

Lynelle Briggs AO - Independent Chair

Lynelle Briggs is Chairperson of the NSW Planning Assessment
Commission. She serves on the Boards of Maritime Super and
Goodstart Early Learning, and the Council of the Royal Australian
College of General Practitioners.

Lynelle was formerly a member of the Australian Rail Track
Corporation Board. She was also Chairperson of the Australian Security Intelligence
Organi sationés Audit and Risk Commission
Company Board. She has chaired the Shipping Workforce Development Forum, the
Inquiry into Compliance, Work Health and Safety Laws in the ACT Construction Industry,
and the Catholic Development Fund Steering Committee. She was the Independent
Project Facilitator for the Millers Point Accommodation Project. During her executive

career, Lynelle Briggs was Australiabs ePu

of Medicare Australia.

lan Berg - Industry Representative

lan retired from FM Global Austr
years with the group. He was Vice President and Operations Manager fo
Australia, Chief Executive Officer for FM Global in Australia and a

ICA Board.

Starting his career as a loss prevention engineer, lan has worked in
engineering, business development, marketing, underwriting and management positions

a
r

director of FM Insurance Co. Ltd. lan spent five years as a director on the

for FM Global in Australia, the UK and the US. lan is a qualified engineer and a Member of

the Australian Institute of Company Directors.

Julie Maron - Consumer Representative

Julie has been a practicing solicitor since 2001, having worked in
private practice and government legal departments in Canberra,
before moving to her current role as a senior consumer lawyer for
Legal Aid NSW, based in Wagga Wagga in regional NSW.

Julie has assisted hundreds of consumers with insurance matters after natural disasters,
including the 20107 2011 Queensland floods, the 2010 and 2012 Riverina floods and the
2013 Warrumbungles bushfire. Julie was the consumer adviser to the Independent
Review of the General Insurance Code of Practice.
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Committee’s Secretariat

Under an outsourcing agreement, the Code team at FOS acts as Code administrator, with
responsibility for monitoring Code compliance on

Sally Davis - General Manager

. Sally Davis began her role as General Manager of the Code team at FOS
and CEO of the Code Compliance and Monitoring Committee on 1
September 2015. Prior to her appointment to this role, Sally was Senior
Manager of Systemic Issues at FOS and has worked at FOS and its
predecessor schemes for over 15 years. Sally is a graduate of the Mt Eliza
Business School and an accredited mediator. She holds a Bachelor of Commerce and a
Bachelor of Laws degree from the University of Melbourne and a Graduate Diploma (Arts)
from Monash University.

Sally regularly works with all relevant stakeholders to enhance the knowledge and
effectiveness of Codes of Practice in the financial services industry and provides support
to the Committees in their monitoring of those Codes, shares insights from monitoring
activities and adds value back to industry and consumers.

Rose-Marie Galea - Compliance Manager

Rose-Marie has worked with FOS and its predecessor schemes since
2001 and has been involved in Code compliance monitoring within the
general insurance industry since 2003.

Rose-Marie is a lawyer and also holds a Bachelor of Science with
: Honours from Monash University and has previously worked in private
practice, the general insurance industry and the Queensland public service.
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Appendix 1: Code subscribers as at

February 2018

General Insurers

1 AAI Limited 23 |LIl oyddés Australia Li mi
2 AIG Australia Ltd 24 | Mitsui Sumitomo Insurance Co Ltd
AIOI Nissay Dowa Insurance Company
3 Australia Pty Ltd 25 | NTI Limited
4 Allianz Australia Insurance Limited 26 | OnePath General Insurance Pty Limited
5 Ansvar Insurance limited 27 | QBE Insurance (Australia) Limited
6 Assetinsure Pty Ltd 28 QBE Lendersdéd Mortgage
7 Auto & General Insurance Company Limited 29 | RAA Insurance Limited
Berkshire Hathaway Specialty Insurance
8 Company 30 | RAC Insurance Pty Limited
9 Catholic Church Insurance Limited 31 | RACQ Insurance Limited
10 | Chubb Insurance Australia Limited 32 | RACT Insurance Pty Ltd
11 | Commonwealth Insurance Limited 33 | Sompo Japan Nipponkoa Insurance Inc
12 | Credicorp Insurance Pty Ltd 34 | Southern Cross Benefits Limited
Sunderland Marine Mutual Insurance
13 | Defence Service Homes Insurance Scheme 35 | Company Limited
14 | Eric Insurance Limited 36 | Swiss Re International SE
15 | Factory Mutual Insurance Company 37 | The Hollard Insurance Company Pty Ltd
Genworth Financial Mortgage Insurance Pty The Tokio Marine & Nichido Fire Insurance Co
16 | Ltd 38 | Ltd
17 | Great Lakes Insurance SE 39 | Virginia Surety Company Inc
18 | Guild Insurance Limited 40 | Westpac General Insurance Limited
19 | Hallmark General Insurance Company Limited | 41 | XL Insurance Company Ltd
20 | Insurance Australia Limited 42 | Youi Pty Ltd
Insurance Manufacturers of Australia Pty
21 | Limited 43 | Zurich Australian Insurance Ltd
22 | LawCover Insurance Pty Limited
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OO WDNERE

10
11
12
13
14
15

16

17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

43
44

45
46

Lloyds Australia Limited: Coverholders & Claims Administrators

| 1Cover Pty Ltd

About Underwriting Pty Ltd

Advent Insurance Management Pty Limited
Agile Underwriting Services Pty Ltd

AIS Insurance Brokers Pty Ltd

AJ Gallagher t/a Offshore Market Placements
Limited

Amazon Underwriting Pty Ltd

AON Risk Services Australia Ltd

Arch Underwriting Agency (Australia) Pty Ltd
Arch Underwriting at Lloyd's (Australia) Pty Ltd
Argenta Underwriting Asia Pty Ltd

ASG Insurance Pty Ltd

ASR Underwriting Agencies Pty Ltd

ATC Insurance Solutions Pty Ltd
Austagencies Pty Ltd

Australian Insurance Agency Pool Pty Ltd T/A
Fairways Agencies

Australian Warranty Network Pty Ltd

Axis Underwriting Services Pty Ltd
Beazley Underwriting Pty Ltd

Bizcover Pty Ltd

Blue Badge Insurance Australia Pty Ltd
BMS Risk Solutions Pty Ltd

Bovill Risk & Insurance Consultants Pty Ltd
Broadspire by Crawford & Co

Brooklyn Underwriting Pty Ltd

Catalyst Consulting (Aust) Pty Ltd
Cerberos Brokers Pty Ltd

Cerberus Special Risks Pty Ltd

Cheap Travel Insurance Pty Ltd

Claims Management Australasia Pty Ltd
Coastal Marine Underwriting (Pacific) Pty Ltd
Coffre-Fort Pty Ltd

Columbus Direct Travel Insurance Pty Ltd
Commercial and Trucksure Pty Ltd
Coversure Pty Ltd

Cunningham Lindsey Australia Pty Ltd
Dracko Insurance Brokers

Dual Australia Pty Ltd

Duinsure Pty Ltd

East West Insurance Brokers Pty Ltd
Edge Underwriting Pty Ltd

Elkington Bishop Molieaux Brokers Pty Ltd
(also known as EBM Insurance Brokers)
Emergence Insurance Pty Ltd

Ensurance Underwriting Pty Ltd

Epsilon Underwriting Agencies Pty Ltd
Fitton Insurance (Brokers) Australia Pty Ltd

69
70
71
72
73
74

75
76
77
78
79
80
81
82
83

84

85
86
87
88
89
90
91
92
93
94
95
96
97
98
99
100
101
102
103
104
105
106
107
108
109
110

111
112

113
114

Jardine Lloyd Thompson Pty Ltd

JMD Ross Insurance Brokers Pty Ltd

JUA Underwriting Agency Pty Ltd

Lockton Companies Australia Pty Ltd
Logan Livestock Insurance Agency Pty Ltd
London Australia Underwriting Pty Ltd

Marsh Pty Ltd

Millennium Underwriting Agencies Pty Ltd
Miramar Underwriting Agency Pty Ltd
Mobius Underwriting Pty Ltd

Morris Group Investments Pty Ltd
Newline Australia Insurance Pty Ltd
NM Insurance Pty Ltd

Nova Underwriting Pty Ltd

NWC Insurance Pty Ltd t/as No worries
insurance

One Underwriting Pty Ltd

Online Insurance Brokers Pty Ltd
Pacific Underwriting Corporation Pty Ltd
Panoptic Underwriting Pty Ltd
Pantaenius Australia Pty Ltd

Pen Underwriting Group Pty Ltd

Pen Underwriting Pty Ltd

Petplan Australasia Pty Ltd

Pl Direct Insurance Brokers Pty Ltd
Point Underwriting Agency Pty Ltd
Prime Underwriting Agency Pty Ltd
Proclaim Management Solutions Pty Ltd
Procover Underwriting Agency Pty Ltd
Professional Risk Underwriting Pty Ltd
Quanta Insurance Group Pty Ltd
Quantum Insurance Holdings Pty Ltd
Richard Oliver Underwriting Managers Pty Ltd
Risk Partners Pty Ltd

RiskSmart (part of Honan)

Savannah Insurance Agency Pty Ltd
SLE Worldwide Australia Pty Ltd
Solution Underwriting Agency Pty Ltd
Specialist Underwriting Agencies Pty Ltd
Sportscover Australia Pty Ltd

Starr Underwriting Agents (Asia) Limited
StarStone Underwriting Australia Pty Ltd
Steadfast IRS Pty Ltd

Sterling Insurances Pty Ltd

Sura Hospitality Pty Ltd (formely Guardian
Underwriting)

Sura Labour Hire Pty Ltd

Sura Professional Risks Pty Ltd
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47

48
49
50
51
52
53
54
55
56
57
58
59
60
61

62
63
64
65
66
67
68

Fullerton Health Corporate Services (Aust) Pty
Ltd

Gallagher Bassett Service Pty Ltd
Gard Insurance Pty Ltd

Genesis Underwriting Pty Ltd
Glenowar Pty Ltd (Fenton Green & Co)
Go Unlimited Pty Ltd

Gow-Gates Insurance Brokers Pty Ltd
GSA Insurance Brokers Pty Ltd

High Street Underwriting Agency Pty Ltd
Holdfast Insurance Brokers Pty Ltd
Honan Insurance Group Pty Ltd
Hostsure Underwriting Agency Pty Ltd
HQ Insurance Pty Ltd

HW Wood Australia Pty Ltd

IBL Ltd (Planned Professional Risks
Underwriting Agency)

Imalia Pty Ltd

Inglis Insurance Brokers

Insurance Facilitators Pty Ltd

Insure That Pty Ltd

Ironshore Australia Pty Ltd

iSure Pty Ltd

Itrek Pty Ltd

115

116
117
118
119
120
121
122
123
124
125
126
127
128
129

130
131

Surafilm & Entertainment Pty Ltd

SureSave Pty Ltd

SureSeason Australia Pty Ltd

Talbot Underwriting Australia

The Procare Group Pty Ltd

Topsail Insurance Pty Ltd

Travel Insurance Direct Pty Ltd
Trident Insurance Group Pty Ltd
Trinity Pacific Underwriting Agencies Pty Ltd
Triton Global (Australia) Ltd

Windsor Income Protection

Winsure Underwriting Pty Ltd
Woodina Underwriting Agency Pty Ltd
World Nomads Group Ltd

Wymark Insurance Brokers

XL Catlin Australia Pty Ltd
YourCover Pty Ltd
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Appendix 2: Aggregated |

Policies!* and claims 2016-17

ndustry data 2016 017

Individual Group Total Lodged Declined Withdrawn
Insurance class policies policies policies claims claims claims
| Retail 40,717,580 219,595 | 40,937,175 4,022,089 158,546 279,698 |
Wholesale 2,869,688 167,086 3,036,774 616,097 8,965 21,080
Grand total 43,587,268 386,681 43,973,949 4,638,186 167,511 300,778
Retail
Motor 15,143,222 15 15,143,237 2,040,901 9,146 129,067
Home 11,529,582 3 11,529,585 865,127 55,013 97,946
Personal & domestic property 7,202,779 168 7,202,947 677,000 53,050 42,525
Travel 5,503,298 196,821 5,700,119 294,710 34,695 7,410
Consumer credit 825,257 80 825,337 41,451 4,052 1,196
Sickness & accident 300,058 22,405 322,463 38,495 1,381 534
Residential strata 213,384 103 213,487 64,405 1,209 1,020
Retail total 40,717,580 219,595 40,937,175 4,022,089 158,546 279,698
Wholesale
Business pack 1,039,726 103,499 1,143,225 127,547 2,791 5,152
Liability 544,527 25,755 570,282 33,312 775 1,164
Business 403,280 19,881 423,161 54,057 1,983 1,075
Motor 227,236 12,048 239,284 263,554 1,654 10,861
Primary industries pack 217,874 0 217,874 61,860 560 522
Other 212,978 4,196 217,174 21,105 210 400
Primary industries 144,048 7 144,055 24,457 475 766
Industrial special risks 47,123 1,700 48,823 22,434 491 1,086
Contractors all risks 32,896 0 32,896 7,771 26 54
Wholesale total 2,869,688 167,086 3,036,774 616,097 8,965 21,080

14 This is the number of policies that were issued (new or renewed) during the reporting period.
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Group policies and people & assets 2016-17

People or
assets covered
by group
Insurance class Group policies policies
| Retail | 219,595 15,860,642 |
Wholesale 167,086 5,004,891
Grand total 386,681 20,865,533
Retail
Travel 196,821 10,074,063
Sickness & accident 22,405 5,261,769
Personal & domestic property 168 507,733
Residential strata 103 119
Consumer credit 80 0
Motor retalil 15 12,341
Home 3 4,617
Retail total 219,595 15,860,642
Wholesale
Business pack 103,499 208,849
Liability 25,755 2,193,225
Business 19,881 2,240,005
Motor wholesale 12,048 331,411
Other 4,196 24,770
Industrial special risks 1,700 2914
Primary industries 7 3,717
Primary industries pack 0 0
Contractors all risks 0 0
Wholesale total 167,086 5,004,891
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Stage two of Code subscribers’ internal complaints process — all internal disputes received by Code subscribers in 2016-17

Financial Financial

Access to Authorised hardship: hardship:  Grand

Insurance class information representatives Buying Catastrophes Claims Employees customers recoveries total
| Retail total 39 59 2,874 343 | 24,349 202 49 4| 27,919 |

Wholesale total 3 2 59 39 1,652 5 2 1 1,763
Grand total 42 61 2,933 382 26,001 207 51 5| 29,682
Retail
Consumer credit 2 19 286 0 226 31 3 2 569
Home 11 1 1,114 224 8,315 85 3 0 9,753
Motor retalil 21 2 1,365 111 10,713 80 38 0 12,330
Personal & domestic property 4 2 74 3 2,184 5 0 2 2,274
Residential strata 0 0 11 3 378 0 1 0 393
Sickness & accident 0 35 15 0 282 1 4 0 337
Travel 1 0 9 2 2,251 0 0 0 2,263
Retail total 39 59 2,874 343 24,349 202 49 4 27,919
Wholesale
Business 0 1 11 1 201 0 0 0 214
Business pack 0 1 19 13 417 3 1 0 454
Contractors all risks 0 0 0 0 1 0 0 0 1
Industrial special risks 0 0 2 0 61 0 0 0 63
Liability 2 0 14 12 290 0 0 0 318
Motor wholesale 0 0 5 1 308 1 0 1 316
Other 1 0 3 0 173 1 1 0 179
Primary industries 0 0 0 0 7 0 0 0 7
Primary industries pack 0 0 5 12 194 0 0 0 211
Wholesale total 3 2 59 39 1,652 5 2 1 1,763
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Outcomes of all internal disputes reviewed by Code subscribers in stage two

of their internal complaints processes in 2016-17

Subscriber: Customer:

finalised finalised Total finalised
Insurance class disputes disputes disputes
Retail total 18,749 5,730 24,479
Wholesale total 1,168 271 1,439
Grand total 19,917 6,001 25,918
Retail
Consumer credit 208 345 553
Home 6,395 1,878 8,273
Motor retalil 9,192 1,753 10,945
Personal & domestic property 1,037 1,035 2,072
Residential strata 212 138 350
Sickness & accident 206 123 329
Travel 1,499 458 1,957
Retail total 18,749 5,730 24,479
Wholesale
Business 166 28 194
Business pack 297 63 360
Contractors all risks 1 0 1
Industrial special risks 38 19 57
Liability 211 26 237
Motor wholesale 203 55 258
Other 113 35 148
Primary industries 4 2 6
Primary industries pack 135 43 178
Wholesale total 1,168 271 1,439

66



Appendix 3: Five year data
overviews

Charts in Appendix 3 contain combined and aggregated retail and wholesale data. The trend
lines show the percentage change from the previous year.

Five-year overview: lodged claims

4.64m
4.24m 4.26m
3.92m 8.8%
3.78m 8.2%
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-2.1%
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Claims Year on Year Change
Five-year overview: declined claims
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Five-year overview: withdrawn claims
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Five-year overview: received internal disputes (stage two)
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Five-year overview: reviewed internal disputes (stage two)
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Appendix 4: Aggregated Code
breach data 2016 017

The aggregated breach data presented in Appendix 4 comprises data from all sources:

breaches identified by the Code Governance Committee (CGC), and significant breaches

and breaches reported by Code subscribers.

Total breaches by Code category 2016-17

Code category Breaches
7 Claims 6,561
10 Complaints & Disputes 1,167
4 Buying insurance 973
14 Access to information 88
8 Financial Hardship 67
6 Standards for Service Suppliers 44
9 Catastrophes 8
5 Standards for Employees & Authorised

Representatives 7
13 Monitoring, enforcement & sanctions 4
11 Information & Education 2
Grand total 8,921

Top five areas of non-compliance 2016-17

Code section Breaches
7.10 (ai ¢) i Within 10 business days of claim, notify of further info, appointment
of loss assess/adjuster, and initial estimate of timetable to process claim. 2,283
7.13 7 Provide you with claim progress updates at least every 20 business days. 1.407
7.16 1 On completion of information gathering & enquiries, decide whether to
accept/deny your claim & notify you within 10 business days. 1,070
7.9 1 Notify within 10 business days of claim acceptance/denial. 579
4.97 If customer entitled to cancel policy, refund premium within 15 business
days. 380
Breaches by Code category and subsections 2016-17
Identified Identified
by Significant by Code
4 Buying insurance Committee breaches subscribers
4.9171 If customer entitled to cancel policy, refund
premium within 15 business days. 380
4.8 1 If cannot provide insurance: give reasons,
information relied on, refer to ICA/NIBA for
alternative insurance operations, and information
about complaints process if dissatisfied. 265
4.47 Conduct sales process & services efficiently,
honestly, fairly & transparently. 1 2 232

Total
breaches

380

265

235
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4.8(c) T If cannot provide insurance refer to
ICA/NIBA for alternative insurance options
477 Correct error or
insurance application or in assessment of
application.

4.6 1 Ask customer for/rely on relevant
information/documents only in assessing insurance
application.

4.8(d) i Provide details of our complaints process if
unhappy with our decision.

4.10(a) i Prior to cancellation, informing you that

instalment policy is being cancelled for non-payment.

4.57 Communications with customer in plain
language.

4 Buying insurance Total

5 Standards for Employees & Authorised
Representatives

5.1(a) - Education/training of employees/AR to
provide competent/professional service

5.5(a) - Address matters of non-compliance by
licensed parties

5.1(d) - Education/training to correct employees/AR
shortcomings

5.1 - Employees/AR acting on behalf of insurer
5.1(b) - Employees/AR provide only services with
expertise

5 Standards for Employees & Authorised
Representatives Total

6 Standards for Service Suppliers

6.Standards for Service Suppliers to inform of
insurer's identity & services provided on their behalf
6.2 - Service suppliers
honest/efficient/fair/transparent

6.7 - Service suppliers to notify of complaints, to be
handled under complaints process

6.3(a) - Qualified service suppliers to provide
competent /professional service

6.6 - Service suppliers to inform of insurer's identity
& services provided on their behalf

6 Standards for Service Suppliers Total

mi st a

Identified

by
Committee

Identified

by
Committee

46

23

18
2
1

1
2 968

Identified
Significant by Code
breaches subscribers

Identified
Significant by Code
breaches subscribers

19

16

38

47

23

18

973

Total
breaches

Total
breaches

19

17

44
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Identified
by
7 Claims Committee
7.10 7 Notify within 10 business days of further
info/assessment required.
7.13 1 Provide you with claim progress updates at
least every 20 business days. 5
7.16 7 On completion of information gathering &
enquiries, decide whether to accept/deny your claim
& notify you within 10 business days.
7.97 Notify within 10 business days of claim
acceptance/denial.
7.14 7 Respond to your routine claim requests within
10 business days. 1

7.19(a) T Reasons for decision to be in writing

7.2 7 Conduct claims handling in honest, fair,

transparent & timely manner. 15
7.10(c) i Provide initial estimate of

timetable/decisioni making process

7.17 7 Decision made within 4 months of receiving

claim unless exceptional circumstances, if no

decision provide details of complaints process

7.10(a) i Notify of any information required to make

decision

7.117 Claim assessed on facts/policy terms/law

7.19 - Denial of claim

7.12 7 Notify within 5 business days of loss
assessor/adjuster/investigator appointment.

7.8 Prior to lodging claim can ask if policy covers
the loss. Will not discourage lodging claim &
coverage to be fully assessed

7.4 - Correct error/mistake in dealing with claim.
7.19(d) i Provide details of complaints process
7.21(a) T Comply with agreed alternative timetable

7.571 Reasonable alternative time frame

7.18 1 Decision made within 12 months if except
circumstances, if no decision provide details of
complaints process

7.6 7 Complaints process available to policy holders
7.21(b) 1 Conduct/timetable reasonable in the
circumstances

7.3 1 Ask for & rely on only relevant information
when deciding your claim.

7.19(c) i Inform of right to request copies of service
suppliers/external expert reports, to be supplied
within 10 business days

7.19(b) 1 When claim denied, inform you of right to
ask for information used in assessing claim, and
provide it within 10 business days of your request.

7.7(c) i Provide details of complaints process
7.20(b) 1 Handle any complaint re
guality/timeliness/conduct of work/repairer

7.10(b) i Appointment of loss assessor/adjuster
7.211 Must comply with timetables

Significant
breaches

1

Identified
by Code
subscribers
2,115

1,402

1,068
578

250
245

188

97

70

64
62
53

53

50
49
29
26
25

17
15

15

13

13

Total
breaches

2,

116

1,407

11

71

070

579

252
245

204

98

70

65
63
54

53

50
49
29
26
25

17
15

15

13

13



7.151 External Expert report provided within 12

weeks of engagement or inform of report

progress/delay 3 3
7.21(c) i Cause of noni compliance if External

Expert report delay & best endeavours used to obtain

report

7.20 - Selection & authorisation of repairer

7.17 i Decision made within 4 months of receiving

claim unless exceptional circumstances, if no

decision provide details of complaints process 1 1
7.19(b) i When claim denied, inform you of right to

ask for information used in assessing claim, and

provide it within 10 business days of your request. 1 1
7.22 - Timetable compliance doesn't apply if
court/tribunal/EDR commenced (except FOS) 1 1

7.18 7 Decision made within 12 months if except
circumstances, if no decision provide details of

complaints process 1 1

7 Claims Total 24 10 6,527 6,561
Identified Identified

by Significant by Code Total

Committee breaches subscribers breaches

8 Financial Hardship

8.12 7 Comply with the ACCC & ASIC debt
collection guidelines.

8.4 1 Provide financial hardship application form and
counselling hotline number, if you tell us you are in
financial hardship.

8.6 1 Notify you of decision on financial hardship
assistance application as soon as reasonably
practicable. Provide reasons if no entitlement to
assistance.

8.7 1 Collections put on hold until financial hardship
request is assessed & notification of decision given.

8.3 71 If money owed & experiencing financial
hardship may ask if entitled to assistance.

8.8 1 Entitled to financial hardship assistance

8.8(e) - If unable to reach an agreement, provide
details of complaints process

8.10 1 Any communication from agent about money
owed will identify insurer and specify nature of claim.
8.5 - Reasonable evidence may assist in assessing
financial hardship assistance.

8.8 1 Entitled to financial hardship assistance.
8 Financial Hardship Total

15

12

41

1

15

26

16

16

15

67
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Identified by

Identified by Significant Code Total
9 Catastrophes Committee  breaches subscribers  breaches
9.3 - If property claim arising from catastrophe finalised
within 1 month, may request a review within 12 months
of decision, even if released signed 7 7
9.3(a) - Inform of entitlement to review decision when
claim finalised 1 1
9 Catastrophes
Identified Identified
by Significant by Code Total
10 Complaints & Disputes Committee breaches subscribers breaches
10.8 1 Notify name/contact details of assigned
complaint handling employee. 1 177 178
10.11 7 Respond to complaint within 15 business days
if has all necessary info/completed investigation. 3 156 159
10.4 7 Conduct complaints handling in fair, transparent
and timely manner. 17 130 147
10.57 Inform of right to make complaint & complaints
process on website/written communications. 2 144 146
10.13 7 Respond to complaint in writing. 4 1 124 129
10.16 7 Inform of progress every 10 business days. 2 70 72
10.13(a) i Decision in relation to complaint in writing. 66 66

10.12 - Cannot respond within 15 business days

because doesn't have all necessary info/completed

investigation. 1 61 62
10.17 7 Respond within 15 business days after

advised of move to stage two, provided has all

necessary info/completed investigation. 60 60
10.107 Stage one and two of complaints process not

exceed 45 calendar days. If unable, will inform of

reasons for delay & right to go to FOS. 26 26
10.18 7 If cannot respond within 15 business days

agree reasonable timeframe. If no agreement, advise

of right to refer to FOS. 25 25
10.12(a) i Notify as reasonably practicable within 15

business days of delay & agree to reasonable

timeframe. If no agreement, advise of right to move to

stage two. 20 20
10.3 - Entitled to make complaint about any aspect of

relationship. 4 9 13
10.12(b) i Inform of progress every 10 business days

unless otherwise agreed. 10 10
10.19 - Response to complaint to be in writing 1 9 10
10.13(c) 1 Right to take complaint to stage two if not

satisfied with stage one decision. 1 5 6
10.19(b) - Notify of right to go to FOS including FOS

timeframe/contact details 2 2 1 5
10.147 If not satisfied stage one decision, can advise

to move to stage two. 4 4
10.13(d) i If not satisfied with Stage 2 decision, notify

of right to go to FOS. 1 3 4
10.7 i Correct error/mistake in complaint handling 4 4
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10.6 i Only ask for/rely on relevant information in
dealing with complaints. If requested, supply within 10
business days information relied on in complaint

assessment. 3 3
10.19(a) i Our final decision to complaint & reasons
for decision in writing 1 2 3

10.157 Stage two complaint reviewed by employee(s)

with appropriate experience/knowledge/authority &

different to person subject of complaint/involved in

stage one. 3 3

10.13(b) i Reasons for decision in writing 3 3
10.18 71 If cannot respond within 15 business days

agree reasonable timeframe. If no agreement, advise

of right to refer to FOS. 1 2 3
10.97 Complaints process not apply if complaint

resolved within 5 business days & response not

requested in writing, except for declined claim/claim

value/financial hardship complaints. 2 2
10.107 Stage one and two of complaints process not

exceed 45 calendar days. If unable, will inform of

reasons for delay & right to go to FOS. 2 2
10.1571 Stage two complaint reviewed by employee(s)

with appropriate experience/knowledge/authority &

different to person subject of complaint/involved in

stage one. 1 1
10.17 7 Respond within 15 business days after

advised of move to stage two, provided has all

necessary info/completed investigation. 1 1
10 Complaints & Disputes Total 41 9 1,117 1,167
Identified Identified
by Significant by Code Total
11 Information & Education Committee breaches subscribers breaches
11.6 - Provide code info on website and in our product
information 2 2
11 Information & Education Total 2 2
Identified Identified
by Significant by Code Total
13 Monitoring, enforcement & sanctions Committee breaches subscribers breaches
13.5(a) - Review of code compliance 2 2
13.6 - Apply corrective measures within set time
frames 1 1
13.2(a) - Have appropriate systems/processes to
enable CGC compliance monitoring 1 1
13 Monitoring, enforcement & sanctions Total 1 3 4
Identified Identified
by Significant by Code Total
14 Access to information Committee breaches subscribers breaches
14.1 - Abide by privacy laws when
collect/store/use/disclose personal information 74 74
14.4(a) - Info protected by privacy laws 5 2 7
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14.5(a) - Will not do so unreasonably

14.3 - If requested, provide access to Service
Supplies/External Experts reports relied on in assess

14 Access to information Total

11

77

75

88



Appendix 5: Comparative data

Total policies (individual + group)

2016-17 2015-16

Retail
Consumer credit 825,337 992,616 -167,279 -16.9%
Home 11,529,585 11,636,783 -107,198 -0.9%
Motor retall 15,143,237 14,980,954 162,283 1.1%
Personal & domestic property 7,202,947 6,606,967 595,980 9.0%
Residential strata 213,487 223,053 -9,566 -4.3%
Sickness & accident 322,463 2,108,573 -1,786,110 -84.7%
Travel 5,700,119 7,622,143 -1,922,024 -25.2%
Retail total 40,937,175 44,171,089 -3,233,914 -7.3%
Wholesale
Business 423,161 411,105 12,056 2.9%
Business pack 1,143,225 1,007,774 135,451 13.4%
Contractors all risks 32,896 35,262 -2,366 -6.7%
Industrial special risks 48,823 53,161 -4,338 -8.2%
Liability 570,282 462,758 107,524 23.2%
Motor wholesale 239,284 253,666 -14,382 -5.7%
Other 217,174 255,103 -37,929 -14.9%
Primary industries 144,055 196,452 -52,397 -26.7%
Primary industries pack 217,874 433,090 -215,216 -49.7%
Wholesale total 3,036,774 3,108,371 -71,597 -2.3%
Grand total 43,973,949 47,279,460 -3,305,511 -7.0%

Individual policies only

2016-17 2015-16

Retail
Consumer credit 825,257 992,615 -167,358 -16.9%
Home 11,529,582 11,636,781 -107,199 -0.9%
Motor retail 15,143,222 14,980,946 162,276 1.1%
Personal & domestic property 7,202,779 6,606,816 595,963 9.0%
Residential strata 213,384 221,906 -8,522 -3.8%
Sickness & accident 300,058 2,077,617 -1,777,559 -85.6%
Travel 5,503,298 7,600,924 -2,097,626 -27.6%
Retail total 40,717,580 44,117,605 -3,400,025 -7.7%
Wholesale
Business 403,280 389,508 13,772 3.5%
Business pack 1,039,726 883,312 156,414 17.7%
Contractors all risks 32,896 35,262 -2,366 -6.7%
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Industrial special risks 47,123 51,542 -4,419 -8.6%
Liability 544,527 449,510 95,017 21.1%
Motor wholesale 227,236 246,136 -18,900 -7.7%
Other 212,978 252,568 -39,590 -15.7%
Primary industries 144,048 196,452 -52,404 -26.7%
Primary industries pack 217,874 433,090 -215,216 -49.7%
Wholesale total 2,869,688 2,937,380 -67,692 -2.3%
Grand total 43,587,268 47,054,985 -3,467,717 -7.4%
Group policies only
2015-16 Difference Variance
Retail
Consumer credit 80 1 79 7900.0%
Home 3 2 1 50.0%
Motor retail 15 8 7 87.5%
Personal & domestic property 168 151 17 11.3%
Residential strata 103 1,147 -1,044 -91.0%
Sickness & accident 22,405 30,956 -8,551 -27.6%
Travel 196,821 21,219 175,602 827.6%
Retail total 219,595 53,484 166,111 310.6%
Wholesale
Business 19,881 21,597 -1,716 -7.9%
Business pack 103,499 124,462 -20,963 -16.8%
Contractors all risks 0 0 0 -
Industrial special risks 1,700 1,619 81 5.0%
Liability 25,755 13,248 12,507 94.4%
Motor wholesale 12,048 7,530 4,518 60.0%
Other 4,196 2,535 1,661 65.5%
Primary industries 7 0 7 B
Primary industries pack 0 0 0 )
Wholesale total 167,086 170,991 -3,905 -2.3%
Grand total 386,681 224,475 162,206 72.3%

People and assets

2016-17

Retail
Consumer credit 0 197 -197 -100.0%
Home 4,617 498 4,119 827.1%
Motor retail 12,341 443 11,898 2685.8%
Personal & domestic property 507,733 603,569 -95,836 -15.9%
Residential strata 119 13,841 -13,722 -99.1%
Sickness & accident 5,261,769 2,447,214 2,814,555 115.0%
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Travel 10,074,063 4,999,873 5,074,190 101.5%

Retail total 15,860,642 8,065,635 7,795,007 96.6%
Wholesale
Business 2,240,005 277,209 1,962,796 708.1%
Business pack 208,849 251,983 -43,134 -17.1%
Contractors all risks 0 0 0 -
Industrial special risks 2,914 3,108 -194 -6.2%
Liability 2,193,225 727,353 1,465,872 201.5%
Motor wholesale 331,411 102,910 228,501 222.0%
Other 24,770 430,513 -405,743 -94.2%
Primary industries 3,717 0 3,717 )
Primary industries pack 0 0 0 )
Wholesale total 5,004,891 1,793,076 3,211,815 179.1%
Grand total 20,865,533 9,858,711 11,006,822 111.6%

Lodged claims

2016-17 2015-16

Retail

Consumer credit

Home

Motor retail

Personal & domestic property
Residential strata

Sickness & accident

Travel
Retail total
Wholesale

Business

Business pack
Contractors all risks
Industrial special risks

Liability

Motor wholesale

Other

Primary industries
Primary industries pack
Wholesale total

Grand total

41,451
865,127
2,040,901
677,000
64,405
38,495
294,710
4,022,089

54,057
127,547
7,771
22,434
33,312
263,554
21,105
24,457
61,860
616,097
4,638,186

33,382
810,901
2,001,361
523,744
58,326
46,282
281,647
3,755,643

84,890
112,171
7,707
23,224
28,899
172,983
17,106
4,453
54,234
505,667
4,261,310

8,069
54,226
39,540

153,256
6,079
-7,787
13,063
266,446

-30,833
15,376
64

-790
4,413
90,571
3,999
20,004
7,626
110,430
376,876

24.2%
6.7%
2.0%

29.3%

10.4%

-16.8%
4.6%
7.1%

-36.3%
13.7%
0.8%
-3.4%
15.3%
52.4%
23.4%
449.2%
14.1%
21.8%
8.8%
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Declined claims

2016-17 2015-16

Retail
Consumer credit 4,052 4,683 -631 -13.5%
Home 55,013 50,582 4,431 8.8%
Motor retail 9,146 8,680 466 5.4%
Personal & domestic property 53,050 44,592 8,458 19.0%
Residential strata 1,209 1,722 -513 -29.8%
Sickness & accident 1,381 2,096 -715 -34.1%
Travel 34,695 31,090 3,605 11.6%
Retail total 158,546 143,445 15,101 10.5%
Wholesale
Business 1,983 1,092 891 81.6%
Business pack 2,791 1,585 1,206 76.1%
Contractors all risks 26 36 -10 -27.8%
Industrial special risks 491 371 120 32.3%
Liability 775 530 245 46.2%
Motor wholesale 1,654 662 992 149.8%
Other 210 101 109 107.9%
Primary industries 475 94 381 405.3%
Primary industries pack 560 781 -221 -28.3%
Wholesale total 8,965 5,252 3,713 70.7%
Grand total 167,511 148,697 18,814 12.7%

Withdrawn claims

2016-17 2015-16

Retail
Consumer credit 1,196 1,356 -160 -11.8%
Home 97,946 102,003 -4,057 -4.0%
Motor retalil 129,067 128,072 995 0.8%
Personal & domestic property 42,525 24,143 18,382 76.1%
Residential strata 1,020 704 316 44.9%
Sickness & accident 534 588 -54 -9.2%
Travel 7,410 13,933 -6,523 -46.8%

Retail total 279,698 270,799 8,899 3.3%

Wholesale
Business 1,075 1,827 -752 -41.2%
Business pack 5,152 3,165 1,987 62.8%
Contractors all risks 54 166 -112 -67.5%
Industrial special risks 1,086 922 164 17.8%
Liability 1,164 811 353 43.5%
Motor wholesale 10,861 7,059 3,802 53.9%
Other 400 132 268 203.0%
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Primary industries
Primary industries pack
Wholesale total
Grand total

Received disputes

766
522
21,080

300,778

224 542
2,098 -1,576
16,404 4,676
287,203 13,575

242.0%
-75.1%
28.5%
4.7%

2016-17 2015-16

Retail
Consumer credit
Home
Motor retail
Personal & domestic property
Residential strata
Sickness & accident
Travel

Retail total

Wholesale
Business
Business pack
Contractors all risks
Industrial special risks
Liability
Motor wholesale
Other
Primary industries
Primary industries pack

Wholesale total

Grand total

569
9,753
12,330
2,274
393
337
2,263
27,919

214
454
1
63
318
316
179

211
1,763
29,682

476 93
9,195 558
12,024 306
3,862 -1,588
386 7
303 34
2,341 -78
28,587 -668
217 -3
272 182

12 -11

46 17

94 224

246 70
520 -341

15 -8

162 49
1,584 179
30,171 -489

19.5%
6.1%
2.5%

-41.1%
1.8%
11.2%
-3.3%
-2.3%

-1.4%
66.9%
-91.7%
37.0%
238.3%
28.5%
-65.6%
-53.3%
30.2%
11.3%
-1.6%
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Finalised disputes

Retail
Consumer credit 553 479 74 15.4%
Home 8,273 7,891 382 4.8%
Motor retail 10,945 10,710 235 2.2%
Personal & domestic property 2,072 3,674 -1,602 -43.6%
Residential strata 350 327 23 7.0%
Sickness & accident 329 291 38 13.1%
Travel 1,957 2,191 -234 -10.7%
Retail total 24,479 25,563 -1,084 -4.2%
Wholesale
Business 194 199 -5 -2.5%
Business pack 360 285 75 26.3%
Contractors all risks 1 11 -10 -90.9%
Industrial special risks 57 42 15 35.7%
Liability 237 96 141 146.9%
Motor wholesale 258 234 24 10.3%
Other 148 468 -320 -68.4%
Primary industries 6 15 -9 -60.0%
Primary industries pack 178 158 20 12.7%
Wholesale total 1,439 1,508 -69 -4.6%
Grand total 25,918 27,071 -1,153 -4.3%
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Appendix 6: Glossary of terms

The following is a list of the key terms used in this report.

Authorised Representative means a person, company or other entity authorised by a
Code subscriber to provide financial services on its behalf under its Australian Financial
Services licence, in accordance with the Corporations Act 2001. An authorised
representative is a type of external seller.

Breach means a failure to comply with a Code standard.

CGC or Code Governance Committee means the independent body responsible for
monitoring, reporting and enforcing Code compliance.

Claim means a formal request from an insured or third party beneficiary for coverage of loss
or damage under a general insurance policy.

Code means the 2014 General Insurance Code of Practice.

Code subscriber means an organisation that has adopted the Code.

Code Team means the Code Compliance and Monitoring Team at the Financial
Ombudsman Service Limited (FOS) appointed as code administrator to monitor Code
compliance on behalf of the CGC.

Complaint means an expression of dissatisfaction made to a Code subscriber, related to
its products or services, or its complaints handling process, where a response or resolution
is explicitly or implicitly expected.

Corporate authorised representative means a company authorised by a Code subscriber
to provide financial services on its behalf under its Australian Financial Services license
(AFSL), in accordance with the Corporations Act 2001. A corporate authorised
representative is a type of external seller.

Data set means a collection of related sets of information.

Declined claim means a claim on a general insurance policy that a Code subscriber has
declined or not accepted.

Dispute means a complaint that is at or has completed Stage Two of a Code subscriber’s
internal complaints process.

Dispute type means a category used to aggregate data about similar types of disputes.

Employee means a person employed by a Code Subscriber, or related entity, that provides
services to which the Code applies.

External seller means a person, company or other entity that sells or offers for sale a Code
subscriber’s general insurance products.

Group policy means a master general insurance policy held by an insured that provides
cover for numerous people or assets within a defined group.
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Individual authorised representative means a person or partnership authorised by a Code
subscriber to provide financial services on its behalf under its Australian Financial Services
license (AFSL), in accordance with the Corporations Act 2001.

Individual policy means a general insurance policy held by an insured that is not a group
policy.

Contractor means a person, company or other entity engaged by a Code subscriber to
provide insurance-related services, excluding the distribution of general insurance products.

Industry data means data about:

workforce,
compliance,

policies,

claims,

declined claims,
withdrawn claims and
internal disputes.

Nouo,rwdhE

Insurance class means a category used to aggregate data about similar types of general
insurance products.

Insured means a person, company or entity seeking to hold or holding a general insurance
product covered by the Code, but excludes a third party beneficiary.

Internal complaints process means a Code Subscriber’s internal process for dealing with
complaints, broadly defined by subsections 10.3 to 10.10 of the Code and comprising
Stage One and Stage Two.

Lodged claim means a claim made on a general insurance policy.

Other external seller means a person, company or other entity that is not an authorised
representative but is engaged in the distribution of a Code subscriber’s general insurance
products.

Policy means a contract of insurance.

Retail Insurance means a general insurance product that is provided to, or to be provided

to, an individual or for use in connection with a Small Business, and is one of the following

types:

a) a motor vehicle insurance product (Regulation 7.1.11);

b)  ahome building insurance product (Regulation 7.1.12);

c) ahome contents insurance product (Regulation 7.1.13);

d) asickness and accident insurance product (Regulation 7.1.14);

e) aconsumer credit insurance product (Regulation 7.1.15);

f) a travel insurance product (Regulation 7.1.16); or

g) apersonal and domestic property insurance product (Regulation 7.1.17), as defined in
the Corporations Act 2001 and the relevant Regulations.

Service Supplier means an Investigator, Loss Assessor or Loss Adjuster, Collection

Agent, Claims Management Service (including a broker who manages claims on behalf of
an insurer) or its approved sub-contractors acting on behalf of a Code Subscriber.
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Small Business means a business that employs:
(a) less than 100 people, if the business is or includes the manufacture of goods; or
(b) otherwise, less than 20 people.

Stage One means the first stage of a Code subscriber’s internal complaints process and
is described in subsections 10.11, 10.12 and 10.13 of the Code.

Stage Two means the second stage of a Code subscriber’s internal complaints process
and is described in subsections 10.14 to 10.19 of the Code.

Third party beneficiary means a person, company or entity who is not an insured but is
seeking to be or is specified or referred to in a general insurance policy covered by the
Code, whether by name or otherwise, as a person to whom the benefit of the insurance
cover provided by the policy extends.

Withdrawn claim means a claim that does not proceed to a decision to accept or deny it
andincludesaclaimt hat may be described as "cancell edo,
iwithdrawno.

Wholesale Insurance means a general insurance product covered by the Code which is not
Retail Insurance.
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