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PART A – INTRODUCTION, SUMMARY AND CONCLUSIONS 

1. Commission terms and scope of paper 

1.1. Background 

The Australian Centre for Financial Studies (ACFS) commissioned me to write a paper as a 

part of the ACFS Commissioned Paper Series 2016. The background was described as: 

Due to the scarcity of publicly available data in the insurance sector, what inquiries 

could be made about funding being received to develop data? To what extent would 

having more of this data publicly available assist individual customers of insurance 

companies in making better informed decisions about their risk?  

To what extent would insurance companies also benefit from access to more data, with 

regard to being better able to price premiums? What are the legislative barriers to the 

collection and public availability of such data? How does Australia compare to other 

nations on availability and access to insurance data?  

The questions on data in insurance may be applied to general insurance, life 

insurance, health insurance, and/or other forms of specialised insurance.  

1.2. Terms 

The commissioned paper would: 

(a) Provide an overview of the primary data sources currently available for research in the 

selected area (although this should not be the main focus of the paper).  

(b) Identify obvious data availability deficiencies with reference to examples in comparable 

countries, possibly drawing on published research studies to illustrate the public benefits 

of increased data availability. 

(c) Consider issues associated with enabling the provision of private, commercially valuable 

data for academic research.  

(d) Identify situations where data sharing among private entities may facilitate both research 

and socially beneficial economic outcomes.  

(e) Identify and suggest possible mechanisms for improving researcher access to privately (or 

government) held data.  
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1.3 Scope  

(a) The terms of the ACFS commission cover many significant aspects of data collection, use, 

disclosure and dissemination in relation to insurance. There are many types of 

policyowners, many types of insurers and many types of insurance contracts and products. 

There is data about a significant arc of human and commercial life, for example: health, 

finance, businesses, occupations, homes, cars, geography and climate. There is also data 

about policyowner behaviour and data about the insurer’s risk. Each type of data has its 

many uses, collections, disclosures and disseminations. 

(b) The scope of this paper is necessarily modest because of the volume of data and its 

multiple collections, uses, disclosures and disseminations. The paper aims to present an 

outline of the issues and some suggestions about a plan for further work, to improve the 

quality and availability of data to assist our community and our insurers. A paper that is 

too limited is neither useful as an outline of issues nor as a plan for further work. A paper 

that is not confined enough is too detailed for the purpose of identifying either of these with 

workable clarity. Therefore, after generous consultation and assistance from colleagues 

on the ACFS Insurance Committee, I decided to focus on considering the collection, use, 

disclosure and dissemination of mental illness disability (MID) data, in relation to life 

insurance and the NDIS. 

(c) I have attempted to chart two maps for data. The first is a map of the data that is disclosed, 

collected, used and disseminated during the life cycle of a life insurance policy: disclosure 

by the policyowner or life insured, use by the life insurance corporation (LIC) for 

underwriting within its pricing framework and aggregated dissemination by public and 

private data agencies.  

(d) The second is a map of the agencies, public and private, which collect, use, disclose and 

disseminate data. For each agency I have attempted to answer, or to develop a method 

to answer, the following questions: 

i. What powers and resources do you have to collect MID data? 

ii. What MID data has been collected? 

iii. What MID data do you think you would need to get “best practice” standard or the best 

outcomes for both insureds and insurers? 

iv. How do you use the current MID data? How would you use “best practice” standard or 

the best outcome MID data? 
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v. To whom and for what purpose do you supply (or grant access to) current MID data? 

To whom and for what purpose would you supply (or grant access to) “best practice” 

standard or the best outcome MID data?  

vi. What additional powers and resources would you need to achieve the above? 

1.4 Limitations 

(a)  There are a number of areas suggested for further work and therefore those areas have 

not been considered in this paper: 

i. Australian Securities and Investments Commission (ASIC) approach to data collection 

other than for investigations; 

ii. ASIC approach to data collection for the Insurance Council of Australia (ICA); 

iii. Rice Warner data collection and analysis; 

iv. Data collected through the Australian Prudential Regulation Authority (APRA) and 

ASIC and used for claims assessment and management.1  

(b) There is no consideration in this paper of the position in comparable countries. 

(c) The suggested plan and APRA’s role in it means that it is not necessary at this stage to 

consider any of the usual inhibitors of data flows: discrimination; privacy; legal or 

commercial confidentiality; or information technology limitations. 

(d) There is no consideration, analysis conclusion or advocacy in this paper about whether 

the data considered here is, or is not, adequate and sufficient for the Disability 

Discrimination Act 1992 (Cth) exception for insurer discrimination. 

1.5 Glossary 

APRA: Australian Prudential Regulation Authority 

ASIC: Australian Securities and Investments Commission 

DDA: Disability Discrimination Act (Cth) 1992 

Duration: in relation to an IP claim, the period during which monthly or other periodical 

benefits are payable under an IP insurance. 

                                                      
1 See the a discussion paper prepared jointly by the Australian Prudential Regulation Authority (APRA) and the 
Australian Securities and Investment Commission (ASIC) titled “Towards a transparent public reporting regime 
for life insurance claims information”. 
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Experience: An actuarial term which refers to the criteria and factors which the actuarial 

profession recognizes as relevant. A LIC will assess and predict, for a subject range or 

portfolio of insurance products, the number and dollar value of “expected claims”. As the 

portfolio develops, the LIC will calculate the number and dollar value of “actual claims” and 

they are compared with the expected claims: this is the “experience” of the portfolio  

FSC: Financial Services Council 

FSCDA: Financial Sector (Collection of Data) Act 2001  

FSS: financial services statistics  

GSC: group salary continuance insurance, the name for income protection insurance in group 

insurance 

ICA: Insurance Contracts Act 1984 

Incidence: a measure of the number and dollar value of claims paid under the policy. It is 

expressed as a rate in relation to the subject measure: e.g. the incidence rate is +30 per cent 

for professional and white collar 

IP: income protection insurance 

LIC: life insurance corporation authorized by APRA to carry on life insurance business in 

Australia under the Life insurance Act 1995 

Life insured: the person whose life is insured under the life insurance contract.  

Loading or premium loading: a percentage, proportional or specific amount, increase of and 

over the standard risk premium 

MHAG: mental health advocacy groups, including beyondblue, the Mental Health Council of 

Australia  

MI: mental illness, sometimes called mental and behavioural disorders 

MID: MI data 

Morbidity: the illness, injury or disability rate 

Mortality: the death rate  
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NCPD: National Claims and Policies Database. 

Sub (or non)-standard life or risk: describes an applicant who is a below average risk profile: 

a higher risk for the LIC. 

Policyowner: the contractual counterparty to the LIC under the life insurance contract 

Standard life: describes an applicant who is the average risk profile. 

TPD: Total and Permanent Disability - TPD insurance 

2. Issues and executive summary 

2.1. Executive summary  

(a) Part B – Mental illness, insurance and life insurance  

Section 3 introduces MI and insurance. Mental illness presents a number of issues for a LIC 

in the life cycle of a life insurance contract. Some LICs decline an application for life insurance 

if the life insured discloses and answers questions to the effect that the life insured has 

experienced MI. Others would require a premium loading and others would require an 

exclusion of liability for a claim caused by MI. It is also common for a LIC to require both a 

premium loading and an exclusion of liability for MI. MI presents different characteristics to a 

LIC in relation its classification, diagnosis, prognosis and treatment. The insurance industry is 

wary and concerned about the relative lack of experience in dealing with MI compared with 

other illnesses and injuries, the apparently increasing claims in relation to MI and growing 

community awareness about some aspects of DI. These differences, wariness and concerns 

are in relation to the pricing, underwriting and claims processes in relation to MI. 

The insurance industry is aware of the importance of data on MI which would improve its 

capability in dealing with MI at every point in the life cycle of a life insurance contract. There 

is clearly data about the prevalence of MI in the community including the insured population. 

There is some data about the incidence, experience and claim cost of MI in the insured 

population. 

These matters give rise to the consideration of two important issues. Firstly, the need for 

credible data to enable LICs to offer insurance on sustainable community accessible terms, 

where the life insured has experienced MI and which responds fairly if the life insured 

experiences MI during the policy period. Secondly, the need for data sufficient for a LIC to 

discriminate lawfully under the DAA when dealing with MI issues. 
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It is necessary to put the data use and transfer issues in the context of the modern types of 

risk life insurance contracts and products – section 4. 

(b) Part C – data life cycles 

I have attempted to chart two maps for data. The first is a map of the data that is disclosed, 

collected, used and disseminated during the life cycle of a life insurance policy: disclosure by 

the policyowner or life insured, use by the LIC for underwriting within its pricing framework and 

aggregated dissemination by public and private data agencies.  

The next task is to track the data collection and use through: the application and personal 

statement; pricing and underwriting; pricing and claims – section 5. The first phase of data 

use and transfer is that the life insurance applicant gives data to the LIC to enable the LIC to 

assess the risk and to decide whether or not to issue a policy and if so the terms of the policy. 

The LIC in assessing the risk, uses data to price standard lives for insurance. The life 

insurance industry uses premium rate tables to calculate the premium rates for the pricing 

process. The life insurance industry premium rate tables, are prepared, validated and 

promulgated by the life insurance industry and its experts under the aegis of the Actuaries 

Institute. A typical premium rate table includes different rates depending on the age of the life 

insured, the sex of the life insured, whether the life insured is a smoker or non-smoker, and 

other rating factors depending on the policy type. The pricing work focusses on the 

“experience” for standard lives in the insured population for the portfolio or product. The life 

insurance industry cannot measure the experience of the general population. The pricing 

model makes various actuarial assumptions which are based on mortality and morbidity 

statistics and then uses data to assess whether the subject life to be insured is standard or 

substandard - lower or higher risk. “Experience” has a technical meaning. A LIC will assess 

and predict, for a subject range or portfolio of life insurance products, the number and dollar 

value of “expected claims”. As the portfolio develops, the LIC will calculate the number and 

dollar value of “actual claims” and they are compared with the expected claims: this is the 

“experience” of the portfolio. Thus experience data is used to price a standard life and the 

insured’s data is used to determine whether the life is standard or non-standard. If the life is 

non-standard, experience and the insured’s data is used to determine whether the LIC would 

accept the risk and to decide whether or not to issue a policy and if so the terms of the policy. 

The insured’s data for the first phase might be used sometimes in a second phase, in the claim 

context in relation to misrepresentation and non-disclosure – section 6. The LIC uses the 

insured’s data and data the LIC obtains in the course of assessing and managing a claim to 

assess whether or not there has been an actionable misrepresentation or non-disclosure and 
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to exercise it available remedies accordingly. Where the LIC adjusts the sum insured or a term 

of the life insurance contract, it is, in effect, reassessing, repricing and re-underwriting the risk. 

The insured’s data is not ordinarily used later or otherwise for pricing, incidence or experience. 

Where a claim is declined, there will be no experience which can be used for pricing. When a 

mental illness (MI) claim is declined the same is true. 

A LIC uses or claims it uses data to justify exclusions for pre-existing conditions, suicide and 

MI – section 7. The LIC uses the insured’s data to consider and then justify an exclusion of a 

pre-existing condition. The justification is not incidence or experience but the axiom that a LIC 

would not wish to insure a risk that was more certain to occur than not. The LIC uses the 

insured’s data to consider and then justify an exclusion of suicide. The justification is partly 

incidence or experience and partly the insurance view that a LIC would not wish to insure a 

risk that was against public policy. A more modern approach to suicide is developing in relation 

to MI of reducing what might be an incentive to suicide by not providing cover for it or not 

providing cover within a specified period of the cover commencing. There is a connection 

between data on suicide and data on MI.  

(c) Part D – data agencies  

The second is a map of the agencies, public and private, which collect, use, disclose and 

disseminate data from and used in the life cycle of a life insurance policy set out in sections 

5-7. 

APRA is under the Financial Sector (Collection of Data) Act 2001 (FSCDA), the national 

curator of financial services statistics (FSS). APRA collects data from insurers and makes the 

FSS available to insurers, government and community. APRA also collects, collates and 

publishes FSS from the periodic regulatory returns submitted by general and life insurers. 

APRA’s portfolio includes the National Claims and Policies Database (NCPD) – section 8. 

APRA’s publications which deal with economic and financial statistics (EFS) and statistics on 

life insurance comment on industry wide performance and performance by product type. 

Neither the data nor the commentary deal with experience, incidence or claim cost of any 

cause of claim. The same is true of APRA’s general insurance data and commentaries. APRA 

comments that there are significant gaps in the data necessary for group life insurance 

because of the inadequacy of data and of data quality supplied by superannuation fund 

trustees. 
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APRA’s NCPD. The NCPD is limited to certain (there are exclusions) public, product and 

professional indemnity liability policies.2 It does not include any life insurance data or FSS. It 

is not clear why, except for the rationale of its origins, the NCPD was limited to its current 

insurance products. APRA worked with the industry to develop and guide consensus on 

categories and classifications for reporting. 

The NCPD has the purpose of providing insurers, the community and the government with a 

better understanding of public and products liability and professional indemnity insurance. It 

aims to help make public and product liability and professional indemnity insurance products 

more affordable and available 

There are a number of APRA Determinations under the FSCDA which provide for Reporting 

Standards which prescribe specifications for the classification of data and FSS submitted to 

APRA, under the FSCDA for the NCPD. It requires general insurers to provide APRA with 

information in respect of a reportable policy, in force during a reporting period, in accordance 

with the Data Specifications, by the stipulated time. The reporting requirements were 

developed and are reviewed in consultation with the general insurance industry user groups. 

APRA collects, uses and disseminates substantial risk and claims data in relation to the 

NCPD. The information collected includes the class of business covered by the policy, the 

policy basis, its current status, the dates of loss and report, the jurisdiction of the claim, the 

nature of the loss and details of the likely case estimate. The nature of the loss is reportable 

as: bodily injury or death; property damage only; financial loss only; property damage and 

bodily injury; bodily injury and financial loss; property damage and financial loss; and property 

damage, bodily injury and financial loss.3 The cause of loss is reportable according to the most 

significant contributing factor – see Appendix C. The payments made in the reporting period, 

net of GST in whole dollars, include payments made to claimant and to third-party service 

providers (medical, legal, investigation) that are attributed to the claim. The likely case 

estimates have similar elements. Gross claim payments have the following elements based 

on the heads of damage categories: past economic loss; future economic loss; past medical, 

hospital, caring and related services; future medical, hospital and related services; future 

caring services; general damages; interest plaintiff legal costs; defendant legal costs; 

investigation costs.  

                                                      
2 APRA also collects statistics on DOFIs/UFI usage by the Australian market following the Potts Report. These 
statistics are not relevant for current purposes. 
3 Financial Sector (Collection of Data) Reporting Standard) determination No. 17 of 2016, Reporting Standard 
GRS 800.2 Claim Data: Public and Product Liability and Professional Indemnity Insurance. 
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APRA carries out unit record validation and overall reasonability checks on each insurer’s 

data. The checks include comparisons between the current reporting period and the previous 

period will be carried out in order to monitor data reasonability and consistency. 

This provision of data does not involve the disclosure of information directly relating to 

individual persons. Further, APRA reviews all releases of data received under reporting 

standards to ensure that no information pertaining to an individual person can be deduced 

from the data. 

APRA protects the confidentiality of commercially sensitive or private information provided by 

insurers. APRA is mindful of both the potential for released statistics to affect financial stability 

and of the commercial sensitivity of institutions’ data. 

The paper argues that the NCPD framework and practices should be adapted to include MID. 

ASIC has wide powers under the ICA and the Corporations Act 2001 to collect and use data 

in relation to insurance – section 9. The context is usually for the purposes of ASIC’s 

investigation and enforcement powers or the supervision of the insurance industry. ASIC has 

an express power under the ICA4 to require an insurer to give ASIC statistics relating to the 

nature and volume of the insurance business of the insurer either generally or in a particular 

area of insurance. It is not clear to what extent ASIC would use its powers to collect, use, or 

disseminate data in relation to MI. 

Section 10 deals with The Financial Services Council, Life Insurance Code of Practice which 

comes into effect for a life insurer no later than 30 June 2017. The Code sections do not deal 

with the collection, use, disclosure or dissemination of MID. The Code provides that: 

Our decisions will be evidence-based, involving relevant sources of information where 

this is available, and having regard to any other relevant factors where no data is 

available and cannot reasonably be obtained. We will regularly review our underwriting 

decision-making processes to ensure we are not relying on out-of-date or irrelevant 

sources of information.  

The Code contains sections about a LIC providing assistance in the application or claims 

process for a person with unique needs. 

The Actuaries Institute does not now collect, use, disclose or disseminate MID – section 11. 

                                                      
4 Section 11D. 
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KPMG’s work is covered in section 12. KPMG has been publishing the insurance Industry 

Experience Investigation Reports since 2013 under the aegis of the FSC. The FSC co-

ordinates the industry participation. The reports consider data about the incidence, experience 

and claim cost of MI as a cause of claim. There is significant data and analysis in the disability 

income reports about MI. There is no data or analysis in the TPD reports about MI. 

The NDIS is the subject of section 13. It collects and uses significant data on MI, particularly 

on community prevalence and about the outcomes of participants’ plans. The NDIS has some 

similarities with insurance and some differences. The NDIS Actuary uses data to discharge 

the actuary’s statutory obligations to: assess the NDIS’ financial sustainability; consider trends 

and the causes of trends in disability support; and to make and report estimates of NDIS future 

expenditure. The NDIS has powers to collect data but the powers are limited to information 

about: whether a person meets the relevant access criteria; the participants plan; support and 

payments. 

The Parliamentary Joint Committee on Life Insurance is the most recent – current at the time 

of writing this paper – forum for considering MID in relation to life insurance. Section 14 

summarises the submissions on this issue. The LICs did not address the issue. MHAG’s did 

address the issue and highlighted shortcomings in MID for the insurance industry. Mental 

Health Australia recommended that an independent actuarial study be commissioned to 

enable an evidenced‐based approach to assessing risk and decisions on insurance 

applications and claims. 

2.2. Map 

(a) The mapped conclusions from the analysis show that there are: 

i. some phases in the insurance life cycle for which there is significant quantity and 

quality of data;  

ii. some phases for which there is less than significant data;  

iii. some phases for which there is insignificant data. 

(b) The mapped conclusions from the analysis also show that there: 

i. are phases for which no data agency is involved; 

ii. are different data agencies involved for different phases; 

iii. is no data agency involved for all phases;  

iv. is no data agency which links data for different phases for analysis or commentary  

(c) The analysis of the roles of the various data agencies shows that: 
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i. APRA collects, uses and disseminates significant EFS, FSS and NCPD data with a 

sophisticated framework and reporting and validating processes for QA. But the NCPD 

is limited to public, product and PI liability insurance; it does not cover MID; 

ii. KPMG collects, uses and disseminates significant incidence, claim cause and claim 

cost for MID for its Income Protection Industry Reports. There is no data or analysis 

for MID for the TPD Industry Reports; 

iii. ASIC collects but does not use or disseminate data other than in the context of its 

industry supervision, investigation and enforcement powers. 

(d) The NDIS is a significant collector of data about its participant care plans but not in relation 

to other MID. The NDIS has similarities and differences from a public or private commercial 

insurer, which mean that it has different needs for the collection, use, disclosure and 

dissemination of MID. 

(e) The Parliamentary Joint Committee Inquiry into Life Insurance is considering MI issues in 

submissions from customer advocates and others, but there are no such submissions from 

LICs. There are a number of recommendations made in those submissions on the 

collection, use, disclosure and dissemination of MID. 

(f) I set out the maps in the following chart: 

 

 

 

 

 

 

 

 

2.3. A Plan 

(a) I offer the following suggestions for a plan to improve the quality, quantity and accessibility 

of MID: a National MI Database. 

(b) Firstly, APRA’s NCPD is widened to include MID: 
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i. review and adapt the legislative framework so it is fit for purpose; 

ii. review, adapt and amend the reporting standards, specifications and fields, through 

stakeholder consultation, to ensure best practice data collection ensuring that the 

KPMG approach is considered for inclusion;  

iii. APRA carry out the same role for the National MI Database that It does for the NCPD; 

iv. resource APRA accordingly. 

(c) Secondly, an expert independent study be commissioned to consider and report publicly 

on the currently available MID. 

(d) Thirdly, the data checking and validation processes for the currently available MID and the 

National MI Database consider inputs from life insurance industry expertise and 

independent experts, including, based on work to date: KPMG, Rice Warner and the 

Actuaries Institute (Expert Engagement). 

(e) Fourthly, APRA’s processing, analysis and commentary about MID include Expert 

Engagement. 

(f) Fifthly, the use and dissemination of the National MI Database be on the widest public 

access basis. 

(g) The Plan might be considered as a working model for the development of other data flows 

for the insurance of our community. 
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PART B – MENTAL ILNESS, INSURANCE AND LIFE INSURANCE 

3. Mental illness and insurance 

3.1. Introduction 

(a) MI presents a number of issues for an LIC in the life cycle of a life insurance contract. 

Some LICs decline an application for life insurance if the life insured discloses and answers 

questions to the effect that the life insured has experienced MI. Others would require a 

premium loading and others would require an exclusion of liability for a claim caused by 

MI. It is also common for a LIC to require both a premium loading and an exclusion of 

liability for MI. MI presents different characteristics to a LIC in relation its classification, 

diagnosis, prognosis and treatment. The insurance industry is wary and concerned about 

the relative lack of experience in dealing with MI compared with other illnesses and injuries, 

the apparently increasing number and value of claims in relation to MI and growing 

community awareness about some aspects of MI. These differences, wariness and 

concerns are in relation to the pricing, underwriting and claims processes in relation to MI. 

(b) The insurance industry is aware of the importance of data on MI which would improve its 

capability in dealing with MI at every point in the life cycle of a life insurance contract. 

There is clearly data about the prevalence of MI in the community including the insured 

population. There is some data about the incidence, experience and claim cost of MI in 

the insured population. 

(c) These matters give rise to the consideration of two important issues. Firstly, the need for 

credible data to enable LICs to offer insurance on sustainable community accessible 

terms, where the life insured has experienced MI and which responds fairly if the life 

insured experiences MI during the policy period. Secondly, there is the need for data 

sufficient for a LIC to discriminate lawfully under the DAA when dealing with MI issues. 

3.2. Mental Illness 

(a) Mental illness is defined by MHAGs as follows: “Mental illness is a general term for 

illnesses affecting the mind or brain and influencing the way a person thinks, feels or acts. 

These illnesses include bipolar disorder, depression, schizophrenia, anxiety, borderline 

personality disorder and eating disorders. Mental illness does not arise from a character 

fault or weakness; it is an illness like any other.”5  

                                                      
5 Treasury consultation on ‘Unfair terms in insurance contracts’ A joint submission by the Mental Health Council 
of Australia and beyondblue: the national depression initiative May 2010. 
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(b) Mental illness is common: 

i.  “Depression, anxiety and substance use illnesses are the most prevalent mental 

health disorders in Australia.6 One in three Australians will experience depression 

and/or anxiety at some point in their lifetime and approximately 20 per cent of all 

Australians will have experienced depression, anxiety or a substance use disorder in 

the last year. Mental illness is the leading cause of non-fatal disability in Australia, 

however it must be noted that depression and anxiety accounts for over half of this 

burden.7 Globally, the World Health Organization predicts depression to become the 

leading cause of burden of disease by 2030, surpassing ischaemic heart disease. The 

2004-05 National Health Survey estimated that 2.1 million Australians, equivalent to 

one in ten people, had a long-term mental illness or behavioural problem lasting more 

than six months. Mental illness and suicide account for 13.3 percent of Australia’s total 

health burden.”8  

ii.  “Given that one in five Australians will be affected by mental illness in any twelve 

month period, and one in two will be affected across the span of a lifetime, it is of great 

concern that Australians living with mental illness are still not able to access or maintain 

insurance policies at the same rate as other Australians.”9  

(c) The effects of MI vary. Some who experience mental illnesses are disabled or 

incapacitated from working for shorter or longer periods. Others have a single episode and 

recover fully, some have recurrent episodes and are healthy between episodes.10 There 

are many different mental illnesses, and their symptoms vary widely. People may 

experience the same MI differently, and symptoms, treatment requirements, and 

prognoses will vary from person to person. As is noted on the Mindframe website, ‘Simply 

knowing a person has a mental illness will not tell you how well or ill they are, what 

symptoms they are experiencing, or whether they may recover or manage the illness 

effectively’.11  Many people with a MI are able to retain full employment and participate 

fully in the community with appropriate treatment, while others will require higher level care 

                                                      
6 Australian Bureau of Statistics, 2007 National Survey of Mental Health and Wellbeing: Summary of Results 
(4326.0). 2008, Canberra: ABS. 
7 Begg, S, et al., The burden of disease and injury in Australia 2003. 2007, Canberra: AIHW. 
8 Treasury consultation on ‘Unfair terms in insurance contracts’ A joint submission by the Mental Health Council 
of Australia and beyondblue: the national depression initiative May 2010. 
9 “Mental Health, Discrimination and Insurance - A Survey of Consumer Experiences 2011” Mental Health Council 
of Australia and Beyondblue. 
10 Treasury consultation on ‘Unfair terms in insurance contracts’ A joint submission by the 
Mental Health Council of Australia and beyondblue: the national depression initiative May 2010. 
11 Mindframe National Media Initiative 2006Facts and Statistics, online at 
http://www.mindframemedia.info/site/index.cfm?display=85541  
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and support. For this reason, it is essential that any risk assessment relating to life 

insurance looks beyond a diagnosis of mental illness.12  

3.3. Insurance and mental illness 

(a) Mental health advocacy groups (MHAGs) describe insurance as “widely promoted as an 

important, if not essential, means of protecting against unexpected life events.” But MHAG 

argue that: 

i. Many people with a MI are denied access to insurance or face difficulties when 

claiming on their existing policies. 

ii. Applications are either rejected or granted with higher premium, unfavourable terms or 

exclusions which are not directly connected to the MI or its effects.  

iii. Claims are processed in a stressful way and delayed.13  

(b) It is accepted that insurance is a risk accepting and risk based industry. Insurance 

companies are exempt from the requirements for non-discrimination in the provision of 

goods and services set out in the DDA, only if the discrimination is based on actuarial, 

statistical or other relevant data on which it is ‘reasonable to rely’. MHAGs consider that 

“the rejection of [consumers] applications, or the imposition of policy exclusions or 

premium loadings, is disproportionate to the level of risk that they present to an insurer 

and represents discrimination on the basis of mental illness.”14  

3.4. Discrimination 

(a) This question, in this context, arises importantly in disability discrimination in relation to MI.  

(b) The DDA defines ‘disability’ as: 

i. total or partial loss of the person’s bodily or mental functions(e.g. being paraplegic); or  

ii. a disorder, illness or disease that affects a person’s thought processes, perception of 

reality, emotions or judgment or that results in disturbed behaviour; (e.g. 

schizophrenia, psychiatric conditions) 

                                                      
12 “Working towards positive life insurance outcomes for mental health consumers - A report on the partnership 
between Mental Health Sector Stakeholders and the Life Insurance Industry” IFSA , Mental Health Council of 
Australia and beyondblue, October 2008, pages 6&7. 
13 Treasury consultation on ‘Unfair terms in insurance contracts’ A joint submission by the Mental Health Council 
of Australia and beyondblue: the national depression initiative May 2010. 
14 Treasury consultation on ‘Unfair terms in insurance contracts’ A joint submission by the Mental Health Council 
of Australia and beyondblue: the national depression initiative May 2010. 
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(c) It is essential for an insurer to discriminate. The sustainability of the insurance sector 

means that over time the spectrum of risks accepted must be on prices and terms that 

reflect the risk’s place on that spectrum. So, differentiation on the basis of risk is essential 

to the sale of insurance. Insurers separate policyowners into different risk pools based on 

their characteristics and past behaviour. Risk classification or discrimination thereby allows 

insurers to appropriately price and incentivize risk reduction. This is how the insurance 

industry makes profit in the long term. 

(d) However, the ability of insurers to discriminate among policyowners is limited. In Australia, 

anti-discrimination laws impose limits on the ability of insurer’s to discriminate among 

policyowners and lives insured on the basis of their inherent characteristics. In the case of 

race, for example, these limits are total: the law prevents an insurer from differentiating 

people on the basis of their race or ethnicity. On the other hand, discrimination on the 

grounds of age, disability and gender is permitted by the operation of conditional 

exceptions to the anti-discrimination law framework. 

(e) Generally, these exceptions operate by allowing insurers to treat policyowners differently 

on the basis of the above characteristics only if the discrimination is ‘reasonable’ having 

regard to actuarial or statistical data. Normative judgments about what constitutes 

‘reasonable’ discrimination are therefore informed by, and grounded in, fact. When such 

data is immediately available and widely accepted, the ‘reasonableness’ of specific 

insurance exceptions to anti-discrimination law is uncontentious. But what happens if there 

is a paucity of data in certain areas that inform an insurer’s business, or if that data is 

unreliable?  

4. Life insurance – modern risk product types 

4.1. Introduction  

(a) The modern life insurance market is almost wholly risk products. There is an important 

legal and commercial difference between the policyowner as the contractual counterparty 

to the LIC under the life insurance contract and the life insured whose life is insured under 

the life insurance contract.  

(b) A life policy can be sold on individual lives, sometimes on joint lives (for example, husband 

and wife) or on multiple lives (for example, partners in a business) and on a group basis, 

(for example to insure all the employees of a company or all the members of a 

superannuation fund). Sometimes a company or a business will insure a key person (who 

could be an employee or a principal) against death or disability because the loss of that 

person’s services would be expected to have a severe impact upon the profitability of the 

http://www.australiancentre.com.au/


Data Flows for Life Insurance 

        Page 22  

                              

 

 

 

Australian Centre for Financial Studies 

+61 3 9666 1050 | australiancentre.com.au 

business. In the event of a claim, the proceeds of the insurance would help the business 

survive until a replacement could be found. Such a policy is often called “keyman 

insurance”. 

4.2. Modern risk product types 

(a) Term insurance is usually a life insurance contract which covers death and pays a 

specified lump sum insured on death. It is either for a defined period or the LIC states it is 

“guaranteed renewable” by the policyowner. Term insurance is usually sold with a total 

and permanent disability benefit; some cover partial disability. A common feature is a 

terminal illness benefit by which the sum insured is paid if the life insured has a terminal 

illness and is not likely to live more than 12 months.15  

(b) A total and permanent disability (TPD) life insurance contract pays the specified lump 

sum insured16 on the total and permanent disability of the life insured. The benefit is 

payable when the insured is TPD, that is, unlikely or unable ever to be able to work again, 

as defined. TPD is sometimes sold on a “stand alone” basis but usually it is combined with 

life cover. When it is combined with life cover, if the TPD benefit becomes payable, the life 

cover sum insured is usually reduced by the amount of the TPD benefit paid; and so the 

policy is terminated if the TPD and life covers are for the same amount. Sometimes the 

policy provides for the life cover to continue in full, even though a TPD benefit has been 

paid. 

(c) A trauma or critical illness life insurance contract pays the specified lump sum insured 

if the life insured has a defined surgical procedure or has a defined illness, for example 

cancer, stroke or a heart condition.  

(d) A common modern life insurance contract is a disability income or income protection 

insurance17 under which the LIC pays a monthly benefit, often expressed as the lesser of 

75 per cent of the disclosed pre-disability income and a specified amount, if the life insured 

is disabled and unable to work or partially disabled, for the duration of the disability or the 

specified benefit period. All of these amounts are calculated on the basis of the amount 

for which the policyowner or life insured applies in the proposal and altered by the insurer's 

view of the risk. The benefit amount is based on the personal exertion, not investment, 

income of the life insured when the life insurance contract is entered into. The amounts 

are fixed and payable on a claim; the amounts are not subject to the indemnity principle 

                                                      
15 Now for life insurance contracts in a super fund the period is 24 months and that period applies to some non-
super product offerings. 
16 Some newer products are moving to periodic payments. 
17 In the group market, “salary continuance”. 
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nor are they maximums. The sum insured and the monthly benefit are often expressed to 

increase over time by reference to the increase in a nominated index (e.g. the consumer 

price index). The primary market for income protection is the self-employed, ranging from 

manual labourers to high level professionals: for people who have no employer support if 

they become disabled.  

4.3. Group insurance  

(a) An important feature of the modern life insurance market is that all products, except trauma 

or critical illness insurance, are sold on an individual basis as well as on a group basis. 

The group market involves a policyowner which is either an employer or a superannuation 

fund trustee, sometimes in a master trust. 

(b) The employer group schemes are structured on the basis that the life insured is an 

employee or a dependant of an employee; the employer is the policyowner and can be the 

agent of the life insured for the purposes of the insurance.  

(c) The superannuation fund schemes are structured on the basis that the life insured is a 

member and beneficiary of a trust fund and these dual capacities shape important features 

of the law on group schemes. The policyowner is the trustee of the fund. 

4.4. Duration and premium 

(a) Most life policies sold in the Australian market are guaranteed renewable which means the 

consumers can renew the policy at their discretion, but the LIC cannot cancel or terminate 

the policy, irrespective of the experience. This type of policy is also referred to as non-

cancellable.  

(b) The policies are usually stepped premium and the LIC does not guarantee the premium 

rates: the rates can change annually or at a specified review date. A level premium is one 

for which the rates do not change for age. The premium rates can be revised for a class 

of policyowners but not for individual policyowners.  
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PART C – DATA LIFE CYCLES  

5. Data collection and use18  

5.1. Introduction 

(a) Underwriting for life insurance is a process of assessing the risk in long term contracts. 

The objective is to ensure those with a similar risk profile pay the same premium. 

(b) Mental health conditions have traditionally been recognised as difficult to underwrite for a 

number of reasons including:  

i. each case is different in some way and needs to be assessed on its own merits  

ii. inconsistency in approach with respect to treatment and diagnosis within the medical 

profession  

iii. inappropriate care in terms of up to date treatment and practice  

iv. poor reporting of medical information19  

5.2. Application and personal statement 

(a) A LIC requires an applicant, sometimes called a proponent, for a life risk insurance contract 

to make a proposal (or application) which usually consists of two documents: an 

application form and questionnaire in a personal statement. The application form is 

completed by information about the policyowner and the insurance sought. The personal 

statement is a form with detailed requests for information about the life insured.  

(b) The questionnaire includes questions about the applicant's occupation,20 financial 

circumstances, smoking status and medical information, and any high risk activities 

engaged in by the applicant; the answers supply the standard information needed by the 

LIC. The questions vary in their drafting, clarity and precision. The underwriter in the LIC 

then decides whether he or she requires any medical tests or reports or further information 

about the applicant to consider the risk presented by that person. These requirements 

could relate to any of the standard information items. For example, if an applicant's 

occupation is 'window cleaner', the underwriter would need to know whether the applicant 

cleans the windows of houses or high-rise buildings. If the applicant includes 'hiking' as a 

                                                      
18 See generally, Productivity Commission, Data Availability and Use, Draft Report, October 2016, para. 4.1, pages 
155-157 and page 542. 
19 Underwriting Guidelines For Mental Health Conditions, IFSA Guidance Note No 15, March 2000. 
20 Professional, white collar, blue collar, light blue collar and heavy blue collar. The grouping is done within the 
LIC. 
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pursuit, the underwriter would need to know whether it is bush walking or mountain 

climbing. The underwriter also wants to be satisfied that the applicant is financially able to 

justify the level of cover: is the level so high compared to the applicant’s financial situation 

that the applicant is unlikely to be able to afford the premium or does the discrepancy 

create a moral hazard for the applicant. All of this information allows the underwriter to 

profile the applicant and determine the specific level of risk presented by that person. The 

standard information in the application form is required regardless of the amount of cover 

sought. There are benefit levels above which further information, beyond the standard 

information, will be required.  

(c) The LIC will also usually require a PMAR (a personal medical attendant’s report) and a 

medical examination by a doctor nominated or approved by the LIC. 

(d) The information from these processes and documents is used by the LIC’s underwriters 

to decide whether to reject or accept an application, and if accepted, the premium and 

terms and whether to include a coverage or benefit exclusion.  

5.3. Pricing and underwriting 

(a) When all relevant information has been gathered and assessed, the underwriter can 

categorise the risk presented by the applicant as being either 'standard' or 'substandard'.21 

A 'standard' risk describes an applicant who fits the profile of an average policyowner. A 

'substandard' risk describes an applicant who is a below average risk profile: a higher risk 

for the LIC. 

(b) For ‘standard’ risks, the rate or premium charged by the life insurer will be the ‘standard’ 

premium based on the LIC’s rating factors, usually for the person's age, sex, smoking 

status and occupation as set by the LIC on advice from the LIC’s actuaries. There would 

be no loadings or exclusions. “Standard” refers to the underwriting assessment basis.22   

(c) A LIC evaluates and sets the premium rates offered to life insurance applicants on advice 

from its actuaries and the appointed actuary. The life insurance industry actuaries use 

premium rate tables, prepared, validated and promulgated by the life insurance industry 

and its experts under the aegis of the Actuaries Institute. The premium rate tables are used 

to calculate the premium rates. The LIC might, after advice from its appointed actuary,23 

adjust a table it uses for marketability of its relevant products. A typical premium rate table 

                                                      
21 In the US, this categorisation is subdivided into preferred life categories. 
22 Financial Services Council-KPMG, 2007-2009 Disability Income Industry Experience Investigation Report, April 
2013, para. 1.1.3, page 1. 
23 The advice must be prepared and provided in accordance with the Actuaries Institute, Professional Standard 
200: Actuarial advice to a Life Insurance Company [or Friendly Society], July 2015 and its Explanatory 
Memorandum. APRA Life Prudential Standard 320. 
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includes different rates depending on the age of the life insured, the sex of the life insured, 

whether the life insured is a smoker or non-smoker, and other rating factors depending on 

the policy type. Before the premium rates are set (depending upon materiality) the LIC will 

need to seek the advice of the appointed actuary regarding the appropriateness of the 

premium rates. The appointed actuary when providing this advice will consider the 

expected cost of the resulting claims. The pricing model and the calculation of the claims 

costs make various actuarial assumptions which are based on mortality and morbidity 

statistics and experience and then applies different assumptions based on the 

characteristics of a risk that might be presented. The rates are typically set as a rate per 

dollar sum insured. A pricing actuary runs projections that predict future cashflows 

(premiums and claims) to evaluate the future profitability of the business. 

(d) The rates in a premium rate table are the ones that will apply to life insureds who have 

gone through underwriting and have been accepted with no additional terms, exclusion or 

premium loading placed by the underwriters. These risks are 'standard lives'.  

(e) A 'substandard' risk describes an applicant who is a below average risk or an impaired 

insurance risk. This decision would be made because of, for example, the applicant’s 

health status, including family history of disease, occupation or high-risk pastimes. The 

insurer will use an underwriting manual, often supplied by, or based on advice or a manual 

from, its reinsurer. The insurer calculates mortality and morbidity ratings from: publicly 

available data and information; medical studies published in reputable journals; Australian 

Institute of Health and Welfare and similar sources.  

(f) The underwriter would consult with the insurer and the reinsurer’s medical officers. The 

underwriter has to decide what, if any, premium loading should be applied to the ‘sub-

standard’ risk under the life insurance policy. A loading is a percentage or proportional 

increase of and over the standard risk premium. The underwriter might, depending on the 

circumstances, apply a mortality/morbidity loading or a per mille loading. Finally, the 

underwriter will make a decision about the risk. The underwriter may conclude that the risk 

cannot be insured by the life insurer because the risk is too high to accept and so reject 

the risk. The underwriter might decide to accept the risk with exclusions or accept with a 

higher premium.24  

(g) The mortality/morbidity loading is an additional cost built into the policy. There are two 

ways the loading is reasoned or justified. Firstly, an unhealthy life is of shorter duration 

                                                      
24 A higher premium is by a “loading” of the standard premium; the decision might be to offer insurance with 
exclusions and a higher premium. 
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and, without a loading, less premium is earned before a claim is made on the policy. The 

loading means that the insurer and reinsurer (if any) can achieve the same ratio of 

premium to claim of a standard life, and recover the same premium that they would recover 

over the normal expected life of a healthy insured life. A loading is expressed in terms of 

a percentage. For example, +100 per cent means the standard risk premium is increased 

by 100 per cent: doubled. A percentage loading is used when there is an additional risk 

that increases with age, usually a disease.  

(h) A premium loading may also be expressed in terms of an additional dollar amount per 

mille. For every thousand dollars insured, an additional premium is applied. For example, 

+$10 per mille means the standard annual risk premium is increased by $10 for every 

thousand dollars insured. A per mille loading is used when there is an additional risk that 

remains constant regardless of age, for example, a dangerous pastime or hobby. The 

loading may be applied at a higher rate in the early years and then gradually reduced the 

longer the insured lives. The per mille loading is a function of the condition. 

(i) The pricing for a portfolio is based on these precepts above for the pricing and underwriting 

of an individual life but the processes are different. The pricing work for a current portfolio 

or product focusses on the “experience” for standard lives in the insured population for the 

portfolio or product. The life insurance industry cannot measure the experience of the 

general population. “Experience” has a technical meaning. A LIC will assess and predict, 

for a subject range or portfolio of life insurance products, the number and dollar value of 

“expected claims”. As the portfolio develops, the LIC will calculate the number and dollar 

value of “actual claims” and they are compared with the expected claims: this is the 

“experience” of the portfolio.  

(j) The underwriting process is concerned to know if there is a history of MI or a MI condition. 

If such a history or condition is disclosed, there will be a MI questionnaire. The 

questionnaire is intended to obtain answers about the severity and nature of illness, 

number of episodes, the duration of episodes, the amount of time off work, and the time 

since the last episode. The underwriter will ask for the relevant medical report from the 

relevant medical professional. The diagnostic criteria for MI do not have the same objective 

or universally understood clinical presentation compared with physical injuries or illnesses. 

The underwriter will consider the company and reinsurance guidelines. “There will be 

some instances where the underwriter will be unable to offer unrestricted cover and 

alternatives such as an exclusion or premium extra may be considered. There may be 
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circumstances where the application may be deferred for a period of time or cover may 

not be offered at all.”25  

(k) MHAGs express concern that underwriting can be uninformed about MI and its effects 

generally or insufficiently precise on those specifics for the applicant. The underwriting 

may not be evidence based; it may be subjective or biased.26 Insurers are seen as taking 

no account or insufficient account of the type of illness, severity, prognosis or its 

consequences for longevity or income earning capacity.27  

(l) The MCHA Survey reports that approximately 80 per cent of people surveyed agreed or 

strongly agreed that it was difficult to obtain life insurance or income protection insurance 

due to mental illness. In total about 35 per cent of applications for all insurances (car, home 

& contents, travel, life and income protection “IP”) (20 per cent for life alone) received 

insurance without exclusions or increased premium; over 20 per cent were declined due 

to MI (and just under 20 per cent due to other reasons), and about 40 per cent (50 per cent 

for life alone) received insurance but with exclusions for MI or increased premium. Online 

achieved the best results (55 per cent) compared with in person or through a third party.28  

(m) The communication of an insurance decision can create greater distress for a person with 

mental illness. The communication of underwriting decisions increased negative 

perceptions of the experience of applying for insurance as well as the treatment of mental 

illness, and the insurance industry in general for some MCHA survey respondents.29  

5.4. Pricing and claims 

Introduction 

(a) Data from the applicant in the personal statement is used by a LIC for underwriting, and 

sometimes in the claim context in relation to misrepresentation and non-disclosure, but 

ordinarily not used later or otherwise for pricing, incidence or experience.  

(b) Where a claim is declined, there will be no experience which can be used for pricing. When 

a MI claim is declined the same is true.  

                                                      
25 Underwriting Guidelines For Mental Health Conditions, IFSA Guidance Note No 15, March 2003. 
26 “Mental Health, Discrimination and Insurance - A Survey of Consumer Experiences 2011” Mental Health 
Council of Australia and Beyondblue. 
27 “Mental Health, Discrimination and Insurance - A Survey of Consumer Experiences 2011” Mental Health 
Council of Australia and Beyondblue. 
28 “Mental Health, Discrimination and Insurance - A Survey of Consumer Experiences 2011” Mental Health 
Council of Australia and Beyondblue. 
29 Treasury consultation on ‘Unfair terms in insurance contracts’ A joint submission by the Mental Health Council 
of Australia and beyondblue: the national depression initiative May 2010. 
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(c) Claim causes are usually recorded in accordance with ICD-9. The first level is used most 

often and the second level is used less often. APRA is encouraging the industry to use 

ICD-10. The industry uses ICD-10 for reporting for experience studies.  

(d) An important issue on the categorisation of claims cause is that MI can develop from 

physical injury or illness. Some LIC’s would characterise a MI in these circumstances as 

an MI and some would characterise it as the causative physical injury or illness.  

(e) IP MI claims usually have a longer duration than most physical injury or illness claims. The 

longer duration results in higher claims costs. 

Insurer view 

(f) The IFSA, an insurance industry body, said that it is generally recognised that MI claims 

are difficult to assess: 

i. each case is different in some way and is assessed on its individual merits; 

ii. inconsistency of approach, and diagnosis, within the medical profession; 

iii. non-current treatment in terms of up to date best medical practice; 

iv. lack of critical appraisal of claimant symptoms and other mental state activities in 

addition to their reported complaints; 

v. lack of understanding of the role of insurance; 

vi. an inclination to certify total disability readily, or even permanent disability, without 

exploring treatment alternatives or attempting a return to work or rehabilitation plan.30  

(g) IFSA’s report on claims data collection31 found that the 1961 open MI claims represented 

17 per cent of all IP/GSC claims, an increase from the previous report and 21.9 per cent 

of all IP/GSC claim payments. The higher percentage for claim payments was assumed 

to be because of the longer duration of these claims. The claim payments were down from 

25 per cent in the previous report, but this seems to be because of a data collection 

anomaly. The 1725 open MI TPD claims represented 16 per cent of all TPD claims and 

19.6 per cent of all TPD payments, again higher than the previous report. The prevalence 

of MI claims for IP/GSC/TPA all increased with age. Ages 51-65 is the dominant group. 

About 70 per cent of the IP claims were for males. About 53 per cent of the TPS claims 

were for males. Depressive disorders accounted for 58 per cent of IP/GSC and about 58 

per cent of TPD claims. 

                                                      
30 IFSA Guidance Note No 14, March 2003, para. 1.1. 
31 IFSA Report on Claims Data Collection, May 2006, page 5. 
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MHAG view 

(h) In the MCHA survey, 41 per cent of claims related to MI were accepted “without problems”. 

13 per cent were accepted with problems and 12 per cent were partly declined. 

(i) Several MCHA survey respondents reported difficulties when they made a claim on their 

life insurance policies and in some cases commented that their experiences exacerbated 

their mental illness.32  

5.5. Change and reflections  

(a) From 2003, MHAGs, Government and the insurance industry worked together for a period 

in a program to improve the position. There are four identified priority areas:  

i. simplification of data and processes: timely, clear and accurate 

ii. information, education and awareness of rights and responsibilities at underwriting and 

claims  

iii. complaints processing and monitoring  

iv. data and measures for success.33  

(b) According to an insurance industry association at the time, the number of applicants 

declined due to the existence of a mental health condition halving between 2003 and 2008. 

This means that the majority of applicants have been able to obtain life insurance cover at 

standard rates, or with an exclusion applying to the mental health condition.34   

(c) The critical issue is data for insurance underwriting and for claims assessment. It is not 

only the insurance discrimination legal exemption or defence but also the practical barrier 

to better outcomes for the insurance industry and for citizens with mental illness. 

(d) The available data is useful background but it is not sufficiently authoritative, objective, or 

predictive to influence underwriting for mental health issues and therefore does not 

improve access to insurance products for Australians with mental illness. 

                                                      
32 Treasury consultation on ‘Unfair terms in insurance contracts’ A joint submission by the Mental Health Council 
of Australia and beyondblue: the national depression initiative May 2010. 
33 Treasury consultation on ‘Unfair terms in insurance contracts’ A joint submission by the Mental Health Council 
of Australia and beyondblue: the national depression initiative May 2010. 
34 Treasury consultation on ‘Unfair terms in insurance contracts’ A joint submission by the Mental Health Council 
of Australia and beyondblue: the national depression initiative May 2010; see also “Working towards positive 
life insurance outcomes for mental health consumers -A report on the partnership between Mental Health 
Sector Stakeholders and the Life Insurance Industry” IFSA, Mental Health Council of Australia and beyondblue, 
October 2008, pages 11 - 13. 
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(e) The data is very subjective and the clinical material depends heavily on unverified patient 

self-reporting of incidents, traumas and reactions. 

(f) The data does not rate severity in any generally accepted categorization and therefore it 

is not very predictive.  

(g) A good contrasting example, compared with the situation for MI above, the data for certain 

heart problems is sufficiently authoritative, objective, or predictive to influence 

underwriting; it is also objective, clinical and rates severity in accepted categories. The 

data for such heart problems is influential in pricing and terms for life insurance. 

(h) The margins on some consumer insurance products, for example, travel insurance are so 

slim and the administration is so cost intensive that it would be difficult to produce 

significant changes in the short or medium term. The focus on life insurance products, 

particularly disability, is right and important. 

(i) There is very little data on claims experience, the most relevant data for insurers, for 

mental illness. An insurer is left with three responses to an applicant who has mental 

illness: reject, impose an exclusion or apply a loading to increase the premium. 

(j) There is a troubling dichotomy that appears. The underwriting process tends to see, or 

assumes, MI as permanent but at claims time, MI can be seen as either causative of the 

claim or the claims process works to disprove the permanence assumption. 

5.6. Issues for data collection and use 

(a) These processes raise community issues involving: access to and affordability of 

insurance, underinsurance, sustainability, expectation alignment and fairness. These 

processes raise legal issues involving the categorisation, application and consequences 

of: misrepresentation, non-disclosure, privacy and unlawful discrimination. Each is dealt 

with in more detail below. 

6. Data use – misrepresentation and non-disclosure 

6.1. Introduction 

(a) A policyowner, before entering into a contract of insurance, must disclose to the insurer 

every matter known to the policyowner that the policyowner knows to be relevant, or that 

a reasonable person in the circumstances could be expected to know is relevant, to the 

insurer’s decision to accept the risk and the terms of the acceptance.35 A representation 

by a policyowner must be correct and true. An insurer is entitled to a remedy if the 

                                                      
35 Section 21(1); Sutton para. 7.20; Pynt, Chapter 7; Mann. 
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policyowner, life insured, or a person for whom either is vicariously liable, has 

misrepresented or non-disclosed a relevant matter. 

(b) An insurer is entitled, in principle, to deny or vary cover retrospectively in relation to a life 

insured under a “group life contract”36 if the life insured failed in the duty of disclosure, or 

engaged in misrepresentation before insurance cover was provided to the life insured 

under the scheme.37  

(c) A misrepresentation or non-disclosure might occur after the proposed life insured became 

a member of the relevant superannuation, retirement or other group life scheme, but 

before the insurance cover was provided by the group life contract in respect of the life 

insured. Then the failure or misrepresentation is taken to have occurred before the 

proposed life insured became a life insured under the group life contract.38  

(d) But the obligations, rights and remedies on misrepresentation and non-disclosure do not 

usually apply in group insurance. The insurer does not underwrite the individual risks or 

lives insured and does not ask health or medical questions. There is no opportunity for the 

individual life insured to disclose or represent a matter to the insurer.39 When the life 

insured wants life insurance other than the insurance which is automatically available 

under the group policy, the obligations, rights and remedies on misrepresentation and non-

disclosure would usually apply to that life insurance or cover.  

6.2. Non-disclosure  

(a) A policyowner, before entering into a contract of insurance, must disclose to the insurer 

every matter known to the policyowner that the policyowner knows to be relevant, or that 

a reasonable person in the circumstances could be expected to know is relevant, to the 

insurer’s decision to accept the risk and the terms of the acceptance.40 There are 

exceptions. 

(b) The duty of disclosure does not require the disclosure of a matter that: 

i. diminishes the risk to an insurer;41  

ii. is common knowledge;42  

                                                      
36 now defined in section 11. 
37 Section 32; Mann. 
38 Section 32; Mann. 
39 Sutton para 7.530; Pynt, Chapter 7; Mann. 
40 Section 21(1); Sutton para. 7.20; Pynt, Chapter 7; Mann. 
41 Sutton para. 7.420, Pynt, Chapter 7. 
42 Sutton paras. 7.430-7.480; Pynt, Chapter 7. 
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iii. the insurer knows or in the ordinary course of its business ought to know; or 

iv. where the duty of disclosure is waived by the insurer.43  

(c) The insurer waives the duty of disclosure: 

i. under the common law by asking a limited question;44  

ii. under the common law by agreement by the insurer;45  

iii. under the ICA section 21(3),if the policyowner fails to answer a question in a proposal 

form at all or gives an obviously incomplete or irrelevant answer but the insurer has 

not asked for further information;46  

iv. if the ICA section 21A applies to the contract as an eligible contract.47  

(d) The method and content of disclosure by the policyowner and life insured are closely 

related. There must be a fair presentation of the risk.48  

6.3. Eligible contracts 

(a) A different regime applies to “eligible contracts”: as defined and specified in the ICA 

Regulations.49 Among life insurance contracts, sickness and accident and consumer credit 

are eligible contracts. All other contracts are not eligible contracts unless adopted by the 

insurer as an eligible contract.50  

(b) There is no duty of disclosure for an eligible contract unless a specific question is asked 

by the insurer. The duty of disclosure for an eligible contract is limited to answering specific 

questions asked by the insurer. This will apply to contracts entered51 or renewed52 on or 

after 28 December 2015. 

(c) There remains a duty of disclosure for other life insurance contracts which might be waived 

by a limited question, but not by asking no questions at all, nor by asking a general 

question.53  

                                                      
43 Section 21(2); Sutton, 7.110; Pynt, Chapter 7; Mann. 
44 Sutton 7.510; Pynt, Chapter 7. 
45 Sutton, paras. 7.120 and 7.490-7.560; compare section 52. Pynt, Chapter 7;Mann 
46 Section 21(3)(a); Sutton para. 7.540; Pynt, Chapter 7; Mann. 
47 Section 21(3); Sutton, para. 7.130; Pynt, Chapter 7; Mann. 
48 Sutton, paras 7.10, 7.130; Pynt, Chapter 7. 
49 ICA Amendment Regulations, (No 1) SR 118/2000. 
50 By a notice under section 21A. 
51 Section 21A 
52 Section 21B 
53 Sutton, para. 7.120; Pynt, Chapter 7. 

http://www.australiancentre.com.au/


Data Flows for Life Insurance 

        Page 34  

                              

 

 

 

Australian Centre for Financial Studies 

+61 3 9666 1050 | australiancentre.com.au 

6.4. Remedies  

(a) The insurer is entitled to a remedy under the ICA section 29 if the applicant has breached 

the duty of disclosure under the ICA.54  

(b) An insurer must also establish that the insurer was induced to enter into a life insurance 

contract by the policyowner or life insured’s non-disclosure or misrepresentation.55  

(c) There are three different remedy schemes in the ICA: in relation to misstatements of age; 

for fraud; and for other circumstances.56 The available remedies vary depending on the 

date the contract or variation was entered into. They include: avoidance of the life 

insurance contract from the beginning; adjustment of the sum insured or a term of the life 

insurance contract; denying a claim in whole or part; and, controversially, cancelling the 

life insurance contract. Where the LIC adjusts the sum insured or a term of the life 

insurance contract, it is, in effect, reassessing, repricing and re-underwriting the risk. 

7. Data use – policy exclusions 

7.1. Introduction 

(a) A LIC, after considering the insured’s data, its pricing and underwriting process and other 

data, and influenced by its data on incidence, experience and claim cost, might wish to 

exclude certain risks from the cover under the life insurance contract. The common 

exclusions considered here are: a pre-existing condition;57 suicide; and MI. 

7.2. Pre-existing sickness or disability58  

Application 

(a) The ICA section 47 applies when its first limb is satisfied: “a claim under a contract of 

insurance is made in respect of a loss that occurred as a result, in whole or in part, of a 

sickness or disability to which a person was subject or had at any time been subject.”  

(b) The section also requires a second limb to be satisfied for it to apply: “Where, at the time 

when the contract was entered into, the insured was not aware of, and a reasonable 

person in the circumstances could not be expected to have been aware of, the sickness 

or disability”. The second limb requires a factual test. 

                                                      
54 ICA, sections 21(1) and 22(3); Pynt, paras. 8.44-8.47. 
55 Sutton, paras. 7.80 – 7.90, 7.580, 7.1150, 7.1180-7.1240; Pynt, paras. 8.16-8.20 refers to the reasonable 
influence and actual inducement tests. 
56 Part IV, Division 3. 
57 And so known to the life insurance industry as a “PEC” clause. 
58 Sutton, paras.21. 90-21.100. 
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Effect 

(c) The ICA section 47 has the effect, when it applies, that an insurer “may not rely on a 

provision included in the contract that has the effect of limiting or excluding the insurer's 

liability under the contract by reference to a sickness or disability to which the insured was 

subject at a time before the contract was entered into.” 

(d) The courts have puzzled over the meaning of “loss” in section 47. On one view, it does not 

have the narrow meaning of financial loss but “loss” could not refer to the sickness or 

diagnosis. The rejection of the second part of this approach would make the section 

impossible to apply. Spigelman CJ considered that the word was “merely designed to 

indicate the circumstances, in accordance with the particular insurance contract under 

consideration, which can give rise to claims.” It is submitted that this is the better view. 

Illness? 

(e) The ICA section 47 speaks of illness or disability but not injury. Does section 47 apply to 

an injury? A person is more likely to be unaware of an illness than an injury. The ALRC 

approach would be consistent with the section's application to injury but the word “injury” 

is clearly a distinct idea from disability; not every injury is a disability. The ICA refers to 

injury in a number of contexts and disability or cognate terms in a number of contexts. The 

rules of statutory construction support the construction that disability has its ordinary 

meaning. 

Sequences and Timing 

(f) Section 47 is not limited to an illness existing at the time of entering into the contract 

because the section refers to “at any time been subject” so that if the insured was aware 

at any time of the subject condition, the illness does not need to be existing but the 

awareness must be. 

(g) Section 47 does not apply to a sickness or disability which occurs after the life insurance 

is entered into; it is confined to a sickness or disability before the life insurance is entered 

into. Therefore, the section has no application to a sickness or disability diagnosed during 

the waiting period but excluded by the waiting period exclusion in the life insurance 

contract. 

(h) The section does not apply to the core cover or main risk. Section 47 was held not to apply 

to the “waiting period”, an integral part of a TPD definition: a person is not disabled in a 

period in which the life insured is engaged in an occupation for wage or profit. 
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Data 

(i) The LIC uses the insured’s data to consider and then justify an exclusion of a pre-existing 

condition. The justification is not incidence or experience but the axiom that a LIC would 

not wish to insure a risk that was more certain to occur than not. 

7.3 Suicide 

Policy terms 

(a) A suicide is covered if the insurance contract has an express or implied term that suicide 

is covered. 

(b) But even if there is no such term, the insurer is not entitled to deny the claim for life 

insurance contracts under the LIA section 228 which provides that: 

A life company may only avoid a life policy on the ground that the person whose life is 

insured by the policy committed suicide if the policy expressly excludes liability in case 

of suicide. 

(c) While the section oddly uses avoid, the better view must be that it should be construed as 

precluding a defence on the stated basis. 

(d) If the suicide is “insane” suicide, in the absence of an express exclusion of suicide, the 

insurer does not have the defence that the loss was caused by the wilful or intentional act 

of the life insured, because the “insanity” precluded the formation of the relevant will or 

intent. 

(e) A once typical clause in a life policy states that the policy does not cover death where 

within thirteen calendar months after the commencement date of the policy the life at risk 

dies by her or his hand or act, whether sane or insane, but these clauses have ceased to 

be common.59  

(f) Suicide itself is not now a crime in Australia and therefore, if the policyowner makes a 

claim against the LIC on the basis of the life insured’s suicide, the defence that the act is 

illegal is not a defence in these circumstances. The public policy defence does not apply 

to deny the policyowner or beneficiary to a benefit from the suicide.  

Data 

                                                      
59 Sutton, para. 21.170. 
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(g) The LIC uses the insured’s data to consider and then justify an exclusion of suicide. The 

justification is partly incidence or experience and partly the insurance view that a LIC would 

not wish to insure a risk that was against public policy. A more modern approach to suicide 

is developing in relation to MI of reducing what might be an incentive to suicide by not 

providing cover for it or not providing cover within a specified period of the cover 

commencing. There is a connection between data on suicide and data on MI. 

7.4 Mental illness 

(a) The current position on MI, MID and insurance underwriting and terms is set out above in 

section 3 and below in the context of the Parliamentary Joint Committee Inquiry into Life 

Insurance in section 15.  
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PART D – DATA AGENCIES 

Public data agencies 

8 APRA  

8.1 Introduction 

(a) The Australian Prudential Regulation Authority (APRA) is the prudential regulator of the 

Australian financial services industry. It oversees banks, credit unions, building societies, 

general insurance and reinsurance companies, life insurance, friendly societies, and most 

members of the superannuation industry. APRA is funded largely by the industries that it 

supervises. It was established on 1 July 1998.  

(b) The Financial Sector (Collection of Data) Act 2001 (FSCDA) authorises APRA to collect 

information from financial sector entities, allowing it to fulfil its role as national statistical 

agency for the financial sector. In this role, APRA collects data on the domestic operations 

of Authorised Deposit-taking Institutions (ADIs) and Registered Financial Corporations 

(RFCs) on behalf of the Australian Bureau of Statistics (ABS) and the Reserve Bank of 

Australia (RBA). The data is used for publication, analysis and policy purposes.61  

(c) The Economic and Financial Statistics (EFS) collection – previously informally known as 

the Domestic Books collection – is administered by APRA on behalf of the ABS and the 

RBA in this role. The data collected from ADIs and RFCs is used to compile key 

macroeconomic indicators for Australia and are used for analysis and policy purposes by 

the RBA. Aggregated data is used by other economic policy makers and to meet 

Australia’s international reporting obligations.  

(d) APRA is considering changes to the EFS collection to modernise the collection to meet 

the needs of the ABS and RBA and to meet new reporting requirements introduced by the 

Financial Stability Board (FSB) to address data gaps made evident by the global financial 

crisis.62  

(e) The ABS uses the data in its compilation of Australia’s National Accounts, which are used 

extensively, nationally and internationally, to monitor Australia’s economic growth; 

produce economic forecasts; assess national and household income and wealth levels; 

and monitor investment activities. In Australia, the main users of the National Accounts 

                                                      
61 Discussion Paper, Economic and financial statistics, January 2017, APRA, ABS and RBA, page 4. 
62 Discussion Paper, Economic and financial statistics, January 2017, APRA, ABS and RBA, page 6. 
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data are the RBA, the Commonwealth and State Treasuries, market economists and 

researchers.63  

(f) Data collected on the EFS forms is also available to APRA and is used by APRA for 

prudential supervision and other purposes. In analysing the data submitted and other 

sources of company data, APRA examines trends and anomalies in areas such as 

financial strength and operations. APRA’s aim is to form a forward–looking, holistic view 

of the institution having considered the key risks, emerging trends, financial data and 

market environment. The assessment reflects the key risks associated with the regulated 

institution.64 This prudential data is also used from time to time as inputs to briefings or 

submissions provided to parliamentary committees, inquiries and to state, territory and 

federal government departments. The availability of high quality, relevant data allows for 

a clear presentation of facts and contributes to informed public debate.  

(g) Data from the EFS collection is also used to satisfy reporting obligations to international 

agencies, including the International Monetary Fund (IMF), the Organisation for Economic 

Cooperation and Development (OECD) and the Bank for International Settlements (BIS). 

The provision of internationally comparable data contributes to the ability of international 

bodies to assess accurately developments in and risks to the global economy and financial 

system.65  

(h) Data from the EFS collection needs to meet minimum accuracy requirements, because 

the data is used by the ABS to compile key macroeconomic series, including GDP, and is 

used by the RBA and other policy makers for policy purposes.66  

(i) In the 2016 Commonwealth Budget, APRA received approval for a new initiative: 

‘Modernising APRA’s data capabilities’ which would provide APRA with an additional $11.2 

million of funding over the forward estimates to modernise and enhance its digital data-

collection platforms, modernise and refine its data collection suite, enhance its in- house 

analytic and publication capabilities and increase the openness and accessibility of data 

to the public for transparency and analysis purposes.67  

(j) In summary, APRA, under the FSCDA, is the national curator of FSS. APRA collects data 

from insurers and makes the FSS available to insurers, government and community. 

                                                      
63 Discussion Paper, Economic and financial statistics, January 2017, APRA, ABS and RBA, page 9. 
64 APRA, Insight, Issue One, 2012, “APRA’s Data Collections”, page 65. 
65 Discussion Paper, Economic and financial statistics, January 2017, APRA, ABS and RBA, pages 9 & 10. 
66 Discussion Paper, Economic and financial statistics, January 2017, APRA, ABS and RBA, page 18. 
67 APRA Annual Report 2015-2016, page 10 
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APRA also collects, collates and publishes FSS from the periodic regulatory returns 

submitted by general and life insurers. APRA’s portfolio includes the NCPD – see below. 

8.2 Legal framework – data and financial service statistics 

FSCDA 

(a) The object of the FSCDA is to enable APRA to collect information for the purposes of: 

i. assisting APRA to perform its functions or exercise its powers under other laws; and 

ii. enabling APRA to publish information given by financial sector entities; and 

iii. assisting another financial sector agency to perform its functions or exercise its 

powers; and 

iv. assisting the Minister to formulate financial policy.68  

(b) In order to achieve that object, the FSCDA: 

i. provides for certain corporations to be registered, and divided into categories, by 

APRA; and 

ii. authorises APRA to determine reporting standards for corporations that are so 

registered and for certain other bodies that it regulates or monitors and to require them 

to provide APRA with information about their businesses and activities.69  

NCPD Determinations and Reporting Standards 

(c) The Determinations and Reporting Standards apply to the NCPD only. They are discussed 

in paragraph 8.6 below. 

8.3 Life and general insurance statistics70  

Overview 

(a) The majority of data collected by APRA is about capital, assets, investments and premium 

for APRA’s prudential regulation purposes. This is particularly true of the life and general 

insurance statistics. APRA sources the data from the life and general insurers’ periodic 

regulatory returns submitted to APRA under the FSCDA by authorised life insurance 

companies. APRA publishes as much of the data collected as is considered useful and as 

                                                      
68 Section 3(1). 
69 Section 3(2). 
70 See generally, APRA, Insight, Issue One, 2012, “APRA’s Data Collections”; APRA, Annual Report 2014, page 86-
89; APRA Annual Report 2015, pages 38-39 & 54-55; APRA Annual Report 2015-2016, pages 45-46 & 61-62. 
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resources permit, subject to APRA’s confidentiality obligations with respect to individual 

institutions.71  

Life insurance financial services statistics publications 

(b) The Life Insurance Institution-level Statistics publication contains individual insurer level 

information about financial performance, position, and capital base and solvency data. 

(c) The Quarterly Life Insurance Performance Statistics publication provides industry 

aggregate summaries of financial performance, financial position, solvency, capital 

adequacy and management capital, as well as details of the performance of individual 

product groups. 

(d) These Quarterly Life Insurance Performance Statistics show individual disability income, 

group disability income and group and individual lump sum risk insurances. These 

statistics combine claims for death and TPD. The statistics show total revenue for the class 

of business and total expenses. The expenses are shown in gross policy expenses, net 

policy expenses (after outward reinsurance claims), operating expenses, effective 

movement in net policy liabilities and other expenses. 

(e) The Life Insurance Institution-level Statistics publication contains individual insurer level 

information about financial performance, position, and capital base and solvency data. 

(f) The Life Insurance Supplementary Statistical Tables contains aggregate level data about 

sources of profit, assets backing policy liabilities and policy liabilities.  

APRA views on life data 

(g) APRA comments that for some parts of the industry, insurance risk profit margins are 

under considerable pressure, particularly for disability income benefits (both individual and 

group products). This partially reflects widening policy benefits, the changing mix of 

business from underwritten to guaranteed acceptance (especially for group insurance 

business) and possibly the softening of underwriting practices. In the last few years, life 

insurers have made significant changes to their non-medical underwriting limits, both in 

individual and group insurance. At the same time, benefits have been broadened with little 

evidence that premium rates have been adjusted to compensate. Disability benefits 

payable to age 65 (and even age 70) have become a common benefit feature. Reduced 

profitability may be attributed to claims management, including approaches such as a lack 

                                                      
71 APRA, Annual Report 2014, page 86-89. 
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of early intervention at the beginning of the claim period or an excessive focus on claims 

incidence rather than claims termination.  

(h) The industry’s general lack of ability to analyse claims experience by level of underwriting 

means that reasons for profitability trends are difficult to identify. APRA is encouraging the 

industry to improve investigations, data quality and data volumes to help identify causes 

and trends.72   

(i) APRA highlights that the availability of sufficiently detailed, accurate and timely insurance 

data appears to be lacking across the superannuation industry in relation to the life 

insurance offered by super fund trustees. The accuracy and completeness of insurance 

data is the responsibility of the super fund trustee. APRA considers therefore that super 

trustees should be actively considering their current and future insurance data needs. 

APRA says that super fund trustees should also ensure that the insurance data is of 

sufficient detail and quality for a prospective insurer to properly assess the risk as part of 

the selection, tender and renewal process; significant improvements are also needed in 

the thoroughness and frequency of data verification, testing and cleansing programs, and 

associated reporting across the superannuation industry.73  

(j) APRA says that it has been impressing upon life insurers and superannuation trustees the 

need to improve the quality of member and claims data, including that data made available 

during a group insurance tender. APRA has introduced specific requirements and 

guidance for superannuation trustees in this regard and believes that the life insurance 

industry has embraced this effort. APRA also has issued draft guidance to life insurers on 

what it considers good practice for tendering for group insurance business, improving the 

quality of the claims data being kept in relation to insurance through superannuation and 

the provision of that data in the tendering process.74  

8.4 General insurance statistics 

(a) The General Insurance Institution-level Statistics publication contains individual insurer 

and insurance group information about financial performance, position, and capital base 

and capital adequacy. 

                                                      
72 APRA, Insight, Issue Three, 2012, “Life Insurance Industry Overview”, page 34; APRA, Annual Report 2014, 
page 86-89. 
73 APRA, Annual Report 2014, pages 33, 37; APRA, Insight, Issue One, 2015, “Insurance in Superannuation 
Thematic Review’ – Data Management section, pages 45 and 46; APRA Annual Report 2015, pages 38 & 39. 
74 APRA, Insight, Issue Three, 2013, “Life Insurance Industry Overview”, page 43. 
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(b) The General Insurance Supplementary Statistical Tables publication contains state level 

premium and claims expenses for direct insurers, and information about public insurers’ 

financial performance, position, and premium and claims by class of business. 

(c) The Quarterly General Insurance Performance Statistics publication provides industry 

aggregate summaries of financial performance, financial position, capital adequacy and 

key ratios. The publication also includes detailed statistics at a class of business level, 

state-level premium and claims expenses, a breakdown of operating income and 

expenses, and more detailed solvency information. More recently the publication provides 

underwriting performance statistics. 

8.5 Mental illness data 

APRA does not collect data or statistics in relation to MID.75  

8.6 National Claims and Policies Database 

Introduction 

(a) The NCPD was established by APRA in 2003 at the request of the Federal Government 

in consultation with the insurance industry and other stakeholders to provide insurers, the 

community and State and Federal Governments with a better understanding of public and 

products liability insurance and professional indemnity insurance and the ability to monitor 

trends in premiums and claim costs. The request was in the wake of the HIH Royal 

Commission which reported concern about terms, pricing and sustainability for these 

classes and types of insurance product. APRA launched the NCPD in January 2005. 

(b) The NCPD is limited to certain (there are exclusions) public, product and professional 

indemnity liability policies.76 It does not include any life insurance data or FSS. It is not 

clear why, except for the rationale of its origins, the NCPD was limited to its current 

insurance products. APRA worked with the industry to develop and guide consensus on 

categories and classifications for reporting.  

(c) The NCPD has the purpose of providing insurers, the community and the government with 

a better understanding of public and products liability and professional indemnity 

insurance. It aims to help make public and product liability and professional indemnity 

insurance products more affordable and available by: 

                                                      
75 APRA has taken over PHIAC’s functions for health and some of the medical cost statistics might be a proxy for 
MID. 
76 APRA also collects statistics on DOFIs/UFI usage by the Australian market following the Potts Report. These 
statistics are not relevant for current purposes. 
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i. providing insurers with detailed information to help them assess risks and determine 

appropriate premiums for these insurance products; and 

ii. helping insurers develop or enhance the products available to policyowners in the 

future. 

(d) The NCPD is also intended to enable the government, the community and insurers to 

identify trends and implement changes to reduce the number of claims or lower the cost 

of claims for public and product liability and professional indemnity.  

(e) All APRA-regulated general insurance and reinsurance companies and some Lloyd’s 

underwriters are required to contribute claims and policies data to the NCPD in accordance 

with Reporting Standards made by APRA in June 2004. State and territory insurers also 

contribute data to the NCPD. 

(f) APRA considers that other organisations, such as agents that collect public, product or 

professional indemnity liability policy or claim data such as brokers and underwriting and 

claims management agencies may also be able to contribute to the NCPD in future. 

(g) APRA collects levies from industry which include amounts to fund the NCPD: 

2014 = $0.7m; 2015 = $1.0m; and 2015-2016 = $0.4m.77  

Reporting standards  

Introduction 

(h) There are a number of APRA Determinations under the FSCDA which provide for 

Reporting Standards which prescribe specifications for the classification of data and FSS 

submitted to APRA under the FSCDA for the NCPD. It requires general insurers to provide 

APRA with information in respect of a reportable policy, in force during a reporting period, 

in accordance with the Data Specifications, by the stipulated time. The reportable policies 

are: public liability, product liability and professional indemnity insurance. The general 

insurers are APRA authorised general insurers, Lloyd’s and facility insurance operators. 

The purpose of the Reporting Standards is to require the general insurers to provide NCPD 

to APRA, through an agent appointed for that purpose. 

                                                      
77 APRA, Annual Report 2014, page 81- $0.7m; APRA Annual Report 2015, page 45 - $1m. APRA Annual Report 
2015-2016, pages 45-46 = $0.4m. 
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(i) In September 2016, APRA updated the technical data specifications so that these reflect 

the electronic submission requirements.78  

Development of reporting standards 

(j) APRA states that it undertook extensive consultations on its proposed original reporting 

requirements which commenced in July 2003, with a preliminary letter sent to all regulated 

general insurers and Lloyd’s regardless of whether they then wrote public liability or 

professional indemnity insurance. The letter invited the industry to indicate, through a 

questionnaire, the specific claims and policy information which would be of the most value 

to them when published. It also provided an opportunity for insurers to advise APRA about 

their current and intended participation in these sectors. A significant majority (85 per cent) 

of all insurers returned completed questionnaires to APRA in response to this letter.79  

(k) During the development of the original data specifications, there were two rounds of 

consultation. The first round of consultation requested input on the data items to be 

collected, the time-frame for implementation, the frequency of on-going collections and the 

content of the reports to be provided and a round of pilot testing. The second round of 

consultation requested final comment on the proposed data specification for the collection. 

The pilot test provided general insurers with the opportunity to gain a clear understanding 

of the new data to be provided to APRA, and should avoid unnecessary clarification checks 

once the collection has commenced.80  

                                                      
78 Financial Sector (Collection of Data) (reporting standard) determination No. 16 of 2016 which determines 
Reporting Standard GRS 800.1 Policy Data: Public and Product Liability and Professional Indemnity Insurance 
(GRS 800.1);Financial Sector (Collection of Data) (reporting standard) determination No. 17 of 2016 which 
revokes Reporting Standard GRS 800.2 Claim Data: Public and Product Liability and Professional Indemnity 
Insurance made under Financial Sector (Collection of Data) (reporting standard) determination No. 62 of 2006, 
and determines Reporting Standard GRS 800.2 Claim Business Data: Public and Product Liability and Professional 
Indemnity Insurance (GRS 800.2); Financial Sector (Collection of Data) (reporting standard) determination No. 
18 of 2016 which determines Reporting Standard GRS 800.3 Facility Business Data: Public and Product Liability 
and Professional Indemnity Insurance (GRS 800.3); Financial Sector (Collection of Data) (reporting standard) 
determination No. 19 of 2016 which determines Reporting Standard LOLRS 800.1 Policy Data: Public and Product 
Liability and Professional Indemnity Insurance (LOLRS 800.1); Financial Sector (Collection of Data) (reporting 
standard) determination No. 20 of 2016 which revokes Reporting Standard LOLRS 800.2 Claim Data: Public and 
Product Liability and Professional Indemnity Insurance made under Financial Sector (Collection of Data) 
(reporting standard) determination No. 61 of 2006, and determines Reporting Standard LOLRS 800.2 Claims 
Data: Public and Product Liability and Professional Indemnity Insurance (LOLRS 800.2); and Financial Sector 
(Collection of Data) (reporting standard) determination No. 21 of 2016 which determines Reporting Standard 
LOLRS 800.3 Facility Business Data: Public and Product Liability and Professional Indemnity Insurance (LOLRS 
800.3). 
79 Financial Sector (Collection of Data) (reporting standard) determinations Nos. 16 to 21 of 2016, Explanatory 
Statement, Prepared by the Australian Prudential Regulation Authority (APRA) 
80 Financial Sector (Collection of Data) (reporting standard) determinations Nos. 16 to 21 of 2016, Explanatory 
Statement, Prepared by the Australian Prudential Regulation Authority (APRA) 
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(l) The changes to the data specifications, which have been incorporated in the new reporting 

standards, were consulted on in 2005. These data specifications are of a technical nature 

and were agreed between APRA and the user group which represented NCPD 

contributors. Changes to data specifications were distributed to all NCPD contributors in 

May 2005 and there were no objections to the changes. The general insurance industry 

indicated strong support for the proposed data collection.81  

General insurers and class or type of business 

(m) The reporting standards apply to a general insurer, Lloyd’s or a facility operator in relation 

to a reportable policy: an insurance policy, entered into on or after 1 January 2003, of 

product liability insurance, professional indemnity insurance or public liability insurance. 

(n) Public liability insurance is defined to include:  

i. insurance covering legal liability to the public in respect of bodily injury or property 

damage arising out of the operation of the insured’s business; and  

ii. insurance in respect of environmental clean-up costs resulting from pollution where 

not covered by Fire and Industrial Special Risk policies.82  

(o) Product liability insurance is defined to include policies that provide for compensation for 

loss and or injury caused by, or as a result of, the use of goods.  

(p) APRA comments that public and product liability insurance helps an organisation pay 

genuine claims made by another person for injury or property damage suffered as a result 

of the organisation’s operations or products. 

(q) Professional indemnity insurance is defined to include:  

i. insurance that provides cover for a professional for actions taken against that 

professional in tort, contract or under statute law in respect of advice or services 

provided as part of their professional practice, including cover in respect of damages 

and legal expenses;  

ii. directors’ and officers’ liability insurance and legal expense insurance; and  

iii. medical indemnity insurance.83  

                                                      
81 Financial Sector (Collection of Data) (reporting standard) determinations Nos. 16 to 21 of 2016, Explanatory 
Statement, Prepared by the Australian Prudential Regulation Authority (APRA) 
82 Financial Sector (Collection of Data) (reporting standard) determination No. 16 of 2016; Reporting Standard 
GRS 800.1 Policy Data: Public and Product Liability and Professional Indemnity Insurance, Schedule, para. 16. 
83 Financial Sector (Collection of Data) (reporting standard) determination No. 16 of 2016; Reporting Standard 
GRS 800.1 Policy Data: Public and Product Liability and Professional Indemnity Insurance, Schedule, para. 16. 

http://www.australiancentre.com.au/


Australian Centre for Financial Studies 

+61 3 9666 1050 | australiancentre.com.au 

Mental Illness Disability Data 

           Page 47  

 

 

                             

(r) APRA comments that professional indemnity insurance covers individuals like doctors and 

engineers for any valid claims made against them for advice or services provided in the 

course of their work. 

(s) Facility business is defined as reportable business that is closed by bordereau and for 

which the insurer does not receive individual policy or claims data from the facility 

manager, and includes business undertaken through an underwriting pool or joint venture 

arrangement.84  

(t) A reportable policy does not include:  

i. reinsurance or retrocession cover;  

ii. marine insurance; or  

iii. domestic householder’s or owner’s insurance, or tenant’s liability insurance, sold in 

conjunction with a building or contents policy; or  

iv. an insurance policy solely in relation to an event that could neither occur in Australia 

nor in relation to an insured resident of Australia.85  

Submission and collection 

(u) APRA collects data about the policy, the risk, premium and claims.   

(v) The reports required by the reporting standards must be rendered in comma separated 

values (CSV) format in accordance with the Data Specifications, and must be provided 

electronically through the web site www.ncpd.apra.gov.au, by logging on using the 

relevant customer identification number and password provided by Fujitsu Australia (as 

agent of APRA), and following the instructions on that web site.86  

Policy data87  

(w) The reporting standard requires general insurers to provide data on policies in force during 

a 6 month reporting period.  

(x) The information collected includes the class of business covered by the policy, the policy 

basis, its current status, the premium earned from the policy and details about the insured 

                                                      
84 Financial Sector (Collection of Data) (reporting standard) determination No. 18 of 2016, Reporting Standard 
GRS 800.3 Facility Business Data: Public and Product Liability and Professional Indemnity Insurance, para. 16. 
85 Financial Sector (Collection of Data) (reporting standard) determination No. 16 of 2016; Reporting Standard 
GRS 800.1 Policy Data: Public and Product Liability and Professional Indemnity Insurance, Schedule, para. 16. 
86 Financial Sector (Collection of Data) (reporting standard) determination No. 16 of 2016; Reporting Standard 
GRS 800.1 Policy Data: Public and Product Liability and Professional Indemnity Insurance, Schedule, para. 7. 
87 Financial Sector (Collection of Data) (reporting standard) determinations Nos. 16 to 21 of 2016, Explanatory 
Statement, Prepared by the Australian Prudential Regulation Authority (APRA). See Appendix B. 
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party. APRA has made amendments to the technical data specifications (the field types), 

attached to the standard, in order to reflect the current specifications required for electronic 

submission.  

(y) There is a unique policy identifier (which may relate to several separate risk records) by 

which the exposure and premium information on each individual record can be identified. 

An endorsement is also reported using the same categories. 

(z) APRA collects the date the cover was first issued and the start of the policy period; for new 

business, the latter is the same as the former. APRA also collects the effective start date: 

the start date on which the period of exposure commenced for the set of rating factors 

reported with this record. If the record is an endorsement, the 'effective start date' is the 

date on which the endorsement commenced. If the record is a cancellation, both the 

'effective start date' and 'effective end date' will be the date that the policy was cancelled. 

Where the record is not an endorsement or cancellation, the 'effective start date' should 

equal the 'term inception date'. The insurer must also report the end date or cancellation 

of the reported policy term. There is also an effective end date: the date on which the 

period of exposure is due to cease for the set of rating factors reported for the policy; this 

date is usually the expiry or cancellation date. 

(aa) The place of the risk is captured by state and postcode. For PI this is the state where the 

majority of work is done. For EPL and D&O, it is the state where the policyowner’s head 

office is located. APRA expects it to be sourced from data used for stamp duty splitting 

purposes. The postcode used is that of the location of the principal risk, but if that is not 

available, the postcode of the policyowner’s head office or postal address is used.  

Risk Data 

(bb) There is a unique risk identifier (which may be the same as the policy number if the policy 

contains a single risk) by which the exposure and premium information on each individual 

record can be identified and matched to the claim record.88 The risk factor is a measure of 

the relative exposure that the policy represents. 

(cc) The nature of the insured or the individual’s occupation uses, for Public and Products 

Liability, EPL and D&O risks, and the principal classification of the business are from the 

latest edition of Catalogue Number 1292.0 Australian and New Zealand Standard 

                                                      
88 Financial Sector (Collection of Data) (reporting standard) determination No. 17 of 2016, Reporting Standard 
GRS 800.2 Claim Data: Public and Product Liability and Professional Indemnity Insurance. 
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Industrial Classification (ANZSIC), published by the Australian Bureau of Statistics. For 

Professional Risks (excl. EPL and D&O), APRA prescribes the codes. 

(dd) The financial policy limits are the limit of indemnity and the excess, deductible or 

attachment point. Where different levels of the excess exist for different causes of claim, 

APRA asks for the excess that is most commonly applied for such policies, or where that 

is not available, the minimum applied. The attachment point is relevant for excess of loss 

policies. 

Claims Data89  

(ee) The reporting standard requires general insurers to provide data on claims made or not 

settled during a six month reporting period.  

(ff) The information collected includes the class of business covered by the policy, the policy 

basis, its current status, the dates of loss and report, the jurisdiction of the claim, the nature 

of the loss and details of the likely case estimate. The nature of the loss is reportable as: 

bodily injury or death; property damage only; financial loss only; property damage and 

bodily injury; bodily injury and financial loss; property damage and financial loss; and 

property damage, bodily injury and financial loss.90 The cause of loss is reportable 

according to the most significant contributing factor.91 The payments made in the reporting 

period, net of GST in whole dollars, include payments made to claimant and to third-party 

service providers (medical, legal, investigation) that are attributed to the claim. The likely 

case estimates have similar elements. Gross claim payments have the following elements 

based on the heads of damage categories: past economic loss; future economic loss; past 

medical, hospital, caring and related services; future medical, hospital and related 

services; future caring services; general damages; interest plaintiff legal costs; defendant 

legal costs; investigation costs.  

(gg) APRA has made amendments to the technical data specifications (the field types), 

attached to the standard, in order to reflect the current specifications required for electronic 

submission. 

Lloyd’s of London and Facilities92  

                                                      
89 Financial Sector (Collection of Data) (reporting standard) determinations Nos. 16 to 21 of 2016, Explanatory 
Statement, Prepared by the Australian Prudential Regulation Authority (APRA). 
90 Financial Sector (Collection of Data) (reporting standard) determination No. 17 of 2016, Reporting Standard 
GRS 800.2 Claim Data: Public and Product Liability and Professional Indemnity Insurance. See Appendix C. 
91 See Appendix D. 
92 Financial Sector (Collection of Data) (reporting standard) determinations Nos. 16 to 21 of 2016, Explanatory 
Statement, Prepared by the Australian Prudential Regulation Authority (APRA). 
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(hh) The Reporting Standard requires Lloyd’s to report on insurance policies written by Lloyd’s 

underwriters that are in force during a 6 month reporting period. The information to be 

collected includes the class of business covered by the policy, the policy basis, its current 

status, the premium earned from the policy and details about the insured party, amongst 

other details. The APRA consultation process revealed that the generic reporting 

requirements applicable to general insurers were not appropriate for Lloyd’s. Lloyd’s 

operates a global centralised data collection system, which collates data received from 

individual underwriters. Lloyd’s underwriters in Australia, therefore, provide information to 

London, which then sends back standardised reports to the Australian operations. APRA, 

therefore decided to allow Lloyd’s to comply with slightly modified reporting requirements. 

As a result, three separate reporting standards are required to give effect to the data 

specifications applicable only to Lloyd’s Australia Limited.93  

(ii) The facility business reporting standard requires general insurers that write public liability, 

product liability or professional indemnity facility business to provide data on facility 

business94 where the insurer is on-risk during a 6 month reporting period. The information 

to be collected includes the facility identifier, the industry code, the number of policies and 

claims and gross payments made. The information also includes the total numbers of 

claims covered by the facility for which payments have been reported. 

Data validation95  

(jj) APRA carries out unit record validation and overall reasonability checks on each insurer’s 

data. The checks include comparisons between the current reporting period and the 

previous period, and are carried out in order to monitor data reasonability and consistency 

including: change in the aggregate Gross Earned Premium; changes in the total numbers 

of policies and claims; counts of claims by various measures: causes of loss, severity or 

litigation status; and changes in the average and total claims paid.  

Privacy 

(kk) The Determinations require general insurers to report claim, policy and business facility 

data on public and products liability insurance including all policies that provide cover for 

legal liability to the public in respect of bodily injury or property damage, policies that 

                                                      
93 Financial Sector (Collection of Data) (reporting standard) determinations Nos. 16 to 21 of 2016, Explanatory 
Statement, Prepared by the Australian Prudential Regulation Authority (APRA) 
94 Financial Sector (Collection of Data) (reporting standard) determination No. 18 of 2016. Reporting Standard 
GRS 800.3 Facility Business Data: Public and Product Liability and Professional Indemnity Insurance. 
95 Financial Sector (Collection of Data) (reporting standard) determination No. 16 of 2016; Reporting Standard 
GRS 800.1 Policy Data: Public and Product Liability and Professional Indemnity Insurance. 
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provide for compensation for loss and or injury caused by, or as a result of, the use of 

goods, and environmental clean-up by pollution spills. These determinations also require 

claim, policy and business facility data on professional indemnity insurance, including all 

policies that provide cover for professionals relating to actions against that person in tort 

and/or statute law (in respect of advice and services provided as part of their professional 

practice), Directors’ and Officers’ liability insurance and legal expense insurance and 

medical indemnity insurance.  

(ll) This provision of data does not involve the disclosure of information directly relating to 

individual persons. Further, APRA reviews all releases of data received under reporting 

standards to ensure that no information pertaining to an individual person can be deduced 

from the data.96  

Confidentiality 

(mm) APRA protects the confidentiality of commercially sensitive or private information provided 

by insurers. APRA is mindful of both the potential for released statistics to affect financial 

stability and of the commercial sensitivity of institutions’ data. To ensure it has appropriate 

regard to confidentiality and protects privacy in its statistical publications, APRA:  

i. consults with industry when determining which data is non-confidential under s.57 of 

the Australian Prudential Regulation Authority Act 1998;  

ii. has regard to commercial sensitivity identified during consultation with industry;  

iii. follows policies to protect the confidentiality of all other institutional information; and  

iv. maintains the privacy of individuals and individuals’ information in published data.97  

Contents of the NCPD 

(nn) The NCPD includes claim and policy information on the subject classes of liability business 

where the underlying risk is Australian-based. 

(oo) Claims and policies data have been provided for periods from 1 January 2003 onwards. 

Data on any claims created or finalised, any policies written and any facility business 

underwritten from 1 July 2004 by an APRA-regulated general insurer are provided as 

defined in the Data Specifications. The Data Specifications document varies slightly from 

the Reporting Standards. Because not all insurers will have all of the defined data available 

                                                      
96 Financial Sector (Collection of Data) (reporting standard) determinations Nos. 16 to 21 of 2016, Explanatory 
Statement, Prepared by the Australian Prudential Regulation Authority (APRA) 
97 APRA, Insight, Issue One, 2012, “APRA’s Data Collections”, pages 72 & 73. 
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for claims, policies and facilities business for periods prior to 1 July 2004, APRA accepts 

data on a best endeavours basis for this period.  

(pp) Data collections are provided to APRA (or a party authorised by APRA) semi-annually, 

within four months of the end of the reporting period. The reporting periods cover six 

calendar months, ending 30 June and 31 December annually. Data is submitted by 30 

April and 31 October each year. The submission periods open at 1 March and 1 September 

each year. 

9 ASIC – ICA and insurers  

9.1 ASIC Act 

(a) The Australian Securities Commission, Australian Securities and Investments 

Commission's (ASIC) predecessor, was established and constituted firstly in 198998 and 

initially administered the Corporations Law and regulated companies and corporations, 

along with securities and futures markets.99 ASIC is now maintained by the Australian 

Securities and Investments Commission Act 2001. The ASIC Act is cognate with the 

Corporations Act 2001 and commenced at the same time.100  

(b) The following summary account deals with those parts of ASIC's functions that are relevant 

to insurance. The objects of the ASIC Act are to provide for ASIC's functions, powers and 

business.101 ASIC must strive to: 

i. maintain, facilitate and improve the performance of the financial system and the entities 

within that system in the interests of commercial certainty, reducing business costs, 

and the efficiency and development of the economy; and 

ii. promote the confident and informed participation of investors and consumers in the 

financial system.102  

(c) ASIC has the functions and powers conferred on it by the ASIC Act, the Corporations Act 

2001 and by or under other specified Commonwealth laws.103 The list includes, for 

                                                      
98 By the Australian Securities and Investments Commission Act 1989; at that time, ASIC was still administering 
the national scheme laws. The new national corporations' legislation (Corporations Act 2001), following referral 
of powers by the States, is the current legislation. 
99 Financial System Inquiry, (Australian Government Discussion Paper, November 1996), Appendix C.43-52. 
100 Australian Securities and Investments Commission Act 2001 s 2. 
101 Australian Securities and Investments Commission Act 2001 s 1. 
102 Australian Securities and Investments Commission Act 2001 s 1(2). 
103 Australian Securities and Investments Commission Act 2001 ss 11 and 12A. 
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insurance, the Insurance Contracts Act 1984 and the Life Insurance Act 1995, Pt 10, on 

policy terms.104  

(d) The Minister may direct ASIC about its policies and its priorities in performing and 

exercising its powers and functions (other than the functions and powers referred to in 

s 12A).105  

9.2 ASIC powers 

(a) ASIC has powers to investigate matters and to gather information for the due 

administration of the corporations’ legislation or where it has reason to suspect a 

contravention of that legislation.106 The powers include powers to: take evidence on 

oath;107 inspect and seize books and records;108 and require disclosure of information.109 

The Minister may direct ASIC in its investigation.110 ASIC has power to commence a 

prosecution or a civil proceeding.111 There are ancillary and offence provisions.112  

(b) ASIC has the general administration of the Insurance Contracts Act (ICA).113 ASIC has 

power to do all things that are necessary or convenient to be done in connection with the 

administration of the relevant legislation including: to review documents (including 

documents promoting particular kinds of insurance cover) issued by insurers and given to 

ASIC in compliance with section 11C; to review particulars, statistics and documents given 

to ASIC in compliance with section 11D; to monitor legal judgments, industry trends and 

the development of community expectations that are, or are likely to be, of relevance to 

the efficient operation of the relevant legislation; and to promote the education of the 

insurance industry, the legal profession and consumers as to the objectives and 

requirements of the relevant legislation.114  

(c) ASIC may, for any purpose connected with the general administration of the relevant 

legislation, by notice in writing given to an insurer, require the insurer to give to ASIC, 

copies of: documents specified in the notice relating to insurance cover provided, or 

proposed to be provided, by the insurer; or documents relating to insurance cover of a kind 

                                                      
104 Australian Securities and Investments Commission Act 2001 s 12A; ASIC has other functions and powers 
conferred on it by or under Div 2 or Part 2 and the list specifies 10 Acts, including and LIA. 
105 Australian Securities and Investments Commission Act 2001 s 12. 
106 Australian Securities and Investments Commission Act 2001 Pt 3, s 13. 
107 Australian Securities and Investments Commission Act 2001 ss 19 – 27. 
108 Australian Securities and Investments Commission Act 2001 ss 28 – 40. 
109 Australian Securities and Investments Commission Act 2001 ss 41 – 48. 
110 Australian Securities and Investments Commission Act 2001 s 14. 
111 Australian Securities and Investments Commission Act 2001 ss 49 – 50. 
112 Australian Securities and Investments Commission Act 2001 ss 51 – 93AA. 
113 Section 11A. 
114 Section 11B. 
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specified in the notice provided, or proposed to be provided, by the insurer.115 ASIC may 

also obtain from an insurer: written particulars of the organisational structure and 

administrative arrangements of the insurer either generally or in a particular area of 

insurance; statistics relating to the nature and volume of the insurance business of the 

insurer, either generally or in a particular area of insurance; or copies of any training 

guides, work manuals or other materials of a similar nature used by an insurer in instructing 

its employees or any insurance intermediaries dealing with persons who have, or may be 

likely to seek, insurance cover from the insurer.116  

(d) ASIC has stated that the additional funding support over the next four years announced 

by the Government would enable it to expand its abilities as a law enforcement agency to 

better detect, understand and respond to misconduct. It would allow ASIC extend its data 

platform across its regulatory business to better capture, share and use data, and to 

develop ASIC’s data analytics capabilities to better identify, monitor and respond to risks. 

It would also allow ASIC to take on more proactive surveillances at both the individual firm 

and industry level – within the financial advice, superannuation and managed funds, credit, 

and insurance sectors.117  

(e) ASIC’s Annual Report lists its use of significant compulsory information gathering powers 

through notices in the period 2014-2016. There are relevantly 1223 uses of the power 

under the Corporations Act 2001, section 912C to require information from an AFS 

licensee.118  

Private data agencies 

10 FSC Life Insurance Code of Practice  

(a) The Financial Services Council, Life Insurance Code of Practice comes into effect for a life 

insurer no later than 30 June 2017.119  

(b) A Code participant must have a framework in place to monitor its staff’s compliance with 

its sales rules, including:  

i. quality assurance measures for reviewing sales such as call monitoring, mystery 

shopping and post-sale call surveys; and  

ii. analysis and reporting on key data, such as sales results, lapses, claim declines  

                                                      
115 Section 11C. 
116 Section 11D. 
117 ASIC Annual Report 2015-1016, Chairman’s Report, page 4. 
118 ASIC Annual Report 2015-1016, Chairman’s Report, page 195. 
119 Section 2.8. 
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(c) The Code provides in relation to applications for life insurance: 

We will comply with all relevant FSC Standards and Guidance120 during the 

assessment process.121  

Our decisions on applications for insurance will comply with the requirements of anti-

discrimination law. Our decisions will be evidence- based, involving relevant sources 

of information where this is available, and having regard to any other relevant factors 

where no data is available and cannot reasonably be obtained. We will regularly review 

our underwriting decision-making processes to ensure we are not relying on out-of-

date or irrelevant sources of information.122  

We recognise that some groups may have unique needs, such as older persons, 

consumers with a disability, people from non-English speaking backgrounds and 

Indigenous people, when accessing insurance, making an inquiry, claiming on their 

insurance, making a Complaint and communicating with us. Where we identify that a 

customer requires additional support, we will take reasonable measures to ensure that 

we provide additional support.123  

We will have processes in place to train our staff to help identify and engage 

appropriately with consumers who are having particular difficulty with the process of 

buying insurance, making an inquiry, making a claim or making a Complaint, or who 

may not be capable of making an informed decision, and to refer these consumers for 

appropriate additional support where required. We will take into account someone’s 

capability when making decisions that impact them.124  

(d) The Code comes into effect on 31 July 2017 and until the framework and requirements for 

reporting are known it is not possible to comment further on the Code’s place in the subject 

data flows.  

                                                      
120 Financial Services Council, Life Insurance Code of Practice, section 5.16 footnote: As at 1 October 2016, 
Standard No. 11 - Genetic Testing Policy, Standard No. 16 - Family Medical History Policy, Standard No. 21 - 
Mental Health Education Program and Training, Guidance Note No. 15 - Underwriting Guidelines for Mental 
Health Conditions and Guidance Note No. 32 – HIV/AIDS Underwriting Guidelines. 
121 Financial Services Council, Life Insurance Code of Practice, section 5.6. 
122 Financial Services Council, Life Insurance Code of Practice, section 5.17. 
123 Financial Services Council, Life Insurance Code of Practice, section 7.1. 
124 Financial Services Council, Life Insurance Code of Practice, section 7.2 and the footnote says: This is in addition 
to the requirements of FSC Standard 21: Mental Health Education Program and Training. 
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11 Actuaries Institute  

(a) The Actuaries Institute is the professional body representing the actuarial profession in 

Australia. It promotes and maintains a high standard of actuarial practice. It advances 

knowledge in specialist areas of actuarial science through research, expert analysis, policy 

submissions and reports. 

(b) The life insurance industry actuaries use premium rate tables, prepared, validated and 

promulgated by the life insurance industry and its experts under the aegis of the Actuaries 

Institute. The Actuaries Institute for a period prepared and published life insurance industry 

experience studies.  

(c) The 1997 Report of the Disability Committee125 considered individual disability policies in 

calendar years 1992-1995 with over 1m years of exposure. The overall claims costs were 

15-20 per cent higher than 1989-1993 due to increases in claim duration.126 Incidence 

rates by cause of claim127 for “mental and nervous” were third of six causes for Male A 

class of occupation and fifth of six causes for other categories of male occupations.128 For 

females, “mental and nervous”129 was the equal second of the six causes for Female A, 

the fourth for B, the fifth for C and the sixth for D. The Report concluded that class A had 

a relatively higher and growing incidence of claims due to mental stress.130 In each class, 

the incidence for females was higher than for males.131  

(d) Responsibility for this function passed to the FSC and KPMG. 

(e) The Actuaries Institute does not otherwise collect, use, disclose or disseminate MID. 

(f) For general insurance MID, Actuaries Institute is not aware of any centralized pool of data 

collected by either companies or consultancies. 

(g) For life insurance MID, the Actuaries Institute is not aware of any centralised publicly 

available pool, other than KPMG and Rice Warner. 

                                                      
125 1997, The Institute of Actuaries of Australia 
126 Executive Summary. 
127 Para. 6.14. 
128 Class A is professional, B is sedentary, C is light blue collar and D is heavy blue collar – para. 5.6. 
129 “nervous” refers to “nervous system” so it is difficult to be certain about the incidence of mental illness. 
130 Para. 6.14. 
131 Para. 6.15. 
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12 KPMG Industry Investigation Reports  

12.1 Background 

(a) KPMG have been publishing the insurance Industry Experience Investigation Reports 

since 2013 under the aegis of the FSC. The FSC co-ordinates the industry participation. 

The reports cover disability income and lump sum products; the lump sum products include 

TPD. The numerical professional discipline of an actuary has meant that death and TPD 

have been lumped together. The relevant focus here is disability: considering TPD and 

disability income experience.  

(b) A number of LICs, and reinsurer LICs, participate in the KPMG study. Each participant 

submits data to KPMG. While KPMG endeavours to ensure the accuracy of the data on 

which its reports are based, the responsibility for data completeness and accuracy is with 

the contributing LICs. It is not KPMG’s task to validate or quality assure the data. The 

reports note that: experience varies significantly among companies; the composition of 

participants may change over time; data may be resubmitted by LICs; there are low 

numbers of claims in certain sub-divisions of the data; and underwriting policies and 

standards, claims management practices, the mix of business inforce and policy terms 

may change over time.132  

12.2 Disability Income Experience Investigation 2007-2009 Report dated April 2013 

Data 

(a) The Report uses data from 11 LICs which in aggregate then account for over 90 per cent 

of the disability income market.133 The data volume used was about 1.6m lives “exposed 

to risk” and about 21,000 “new claims”.134 The report covers standard lives only – a life 

with a premium loading or exclusions is not included in the report.135 It follows that the 

study does not include lives insured who have disclosed MI to the LIC. 

Methods 

                                                      
132 Financial Services Council-KPMG, 2007-2009 Disability Income Industry Experience Investigation Report, April 
2013, frontpiece. 
133 Financial Services Council-KPMG, 2007-2009 Disability Income Industry Experience Investigation Report, April 
2013, page 1. 
134 Financial Services Council-KPMG, 2007-2009 Disability Income Industry Experience Investigation Report, April 
2013, page 1. 
135 Financial Services Council-KPMG, 2007-2009 Disability Income Industry Experience Investigation Report, 
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(b) The claims experience is analysed considering the incidence of claiming separately from 

the duration of the claims.136 

(c) The Report calculates exposure – the amount of risk – using a census method: the number 

of days the LIC is on risk for the sum insured or the periodic benefit.137  

(d) Incidence is a measure of the number and dollar value of claims paid under the policy. It 

is expressed as a rate in relation to the subject measure: e.g. the incidence rate is +30 per 

cent for professional and white collar.138 The rates are analysed by factors, sometimes in 

combination: age, gender, occupation class, deferment period, smoking status, monthly 

benefit, policy year, selection, cause of claim, benefit type (agreed value v indemnity), 

benefit period and LIC.139   

(e) In relation to exclusions the Report states: “In the early 2000, the industry introduced 

products with a mental illness exclusion for a reduced premium, but this was never taken 

up by the distribution force nor the consumer”.140 

Cause of claim 

(f) The Report found on incidence experience by cause of claim: “The top 4 causes of claim 

are the same for male and female. Occupation has a significant impact on the cause of 

claim. Accident and musculosketal are more prevalent in blue collar occupations, whereas 

mental and behavioural disorders are more prevalent in white collar and professional 

occupations”.141  

(g) Mental and behavioural disorders were among the top 10 causes of claim for males and 

females. MI was the fourth highest for males (8 per cent of the total claims compare to 

other studied causes) and for females (14 per cent) on the same basis. The first three 

causes for males were: injury, poisoning and external events (35 per cent); 

musculoskeletal diseases (26 per cent); and neoplasms (8 per cent). The fifth and 

following causes for males were: digestive system diseases (6 per cent); circulatory 

system diseases (6 per cent); nervous system diseases (3 per cent); infectious and 

parasitic diseases (2 per cent); unclassified (1 per cent); and respiratory system diseases 

(1 per cent).142  

                                                      
136 Page 27 
137 Paras. 4.2, 4.3, page 39-41. 
138 Page 10. 
139 Paragraph 5 – Results of Investigation – Incidence. 
140 Page 8. 
141 Para. 5.2, page 35; see also page iii. 
142 Para. 5.11, page 48. 
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(h) The first three causes of claim for females were: musculoskeletal diseases (19 per cent); 

injury, poisoning and external events (18 per cent); and neoplasms (16 per cent). The fifth 

and following causes for females were: genitourinary system diseases (7 per cent); 

digestive system diseases (5 per cent); pregnancy, childbirth and related (4 per cent); 

nervous system diseases (4 per cent); infectious and parasitic diseases (4 per cent); and 

circulatory system diseases (3 per cent).143  

(i) The study found that mental and behavioural disorders affect white collar males 

substantially more than blue collar males.144  

(j) When duration is analysed for experience by cause of claim, for males mental and 

behavioural disorders have the longest duration: approximately 4.7 times expected.145 For 

females, mental and behavioural disorders have the second longest duration but also 

approximately 4.7 times expected.146  

Claim cost 

(k) Claim cost varied significantly by cause of claim and within each cause of claim, by 

gender.147 Mental and behavioural disorders were among the top 10 claim cost148 for males 

and females. MI was the third highest claim cost for males (0.0346) and first/highest for 

females 0.0555 on the same basis. The first two for males were: musculoskeletal diseases 

(0.0531); and injury, poisoning and external events (0.0411). The fourth and following for 

males were: neoplasms (0.0192); circulatory system diseases (0.0175); nervous system 

diseases (0.0125); infectious and parasitic diseases (0.0070); digestive system diseases 

(0.0047); unclassified (0.0036); and respiratory system diseases (0.0035).149  

(l) The second and following for females were: musculoskeletal diseases (0.0490); 

neoplasms (0.0410); injury, poisoning and external events (0.0246); nervous system 

diseases (0.0129); infectious and parasitic diseases (0.0143); circulatory system diseases 

(0.0102); genitourinary system diseases (0.0054); digestive system diseases (0.0039); 

and unclassified (0.0036).150  

                                                      
143 Para. 5.11, page 48. 
144 Para. 5.11, page 49. 
145 Para. 6.2, page 56; see also para 6.9, page 67. 
146 Para. 6.2, page 56; para 6.9, page 68 shows it third. 
147 Para. 7.2, page 71. 
148 on the basis of actual v expected claim cost per $1 per month for first 8 years of benefit for males and females 
1 month deferment period by top 10 causes of claim. 
149 Para. 7.6, pages 76, 77. 
150 Para. 7.6, pages 76, 77. 
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(m) The key findings include: actual claims costs for female were on average across the 

IAD89-93 codes for occupations a range of 152-189 per cent of expected claims costs.151  

12.3 Disability Income Experience Investigation 2007-2011 Report dated April 2014  

Data and methods 

(a) The Report uses data from 11 LICs which in aggregate then account for over 80 per cent 

of the industry’s retail individual disability income business.152 The data volume used was 

about 2.9m life years of exposure to risk and about 37000 “new claims”.153 The report 

covers standard lives only – a life with a premium loading or exclusions is not included in 

the report.154 It follows that the study does not include lives insured who have disclosed MI 

to the LIC. 

Cause of claim 

(b) The summary findings on incidence by cause of claim: 

i. The top five causes of claim in each of the gender/occupation combinations accounted 

for 85 per cent or more of the claims cost in each group. 

ii. For incidence, mental disorders are among the major causes of male white collar 

occupations claims and female claims. 

iii. Accident replaces, compared with the previous study, mental disorders as the leading 

cause of claim for females.  

iv. Mental disorders had the lowest termination rates for white and blue collar occupations 

of both genders.155  

v. Mental disorders were third highest incidence rate for male white collar, sixth for male 

blue collar, and forth for female whether white or blue collar.156  

                                                      
151 Financial Services Council-KPMG, 2007-2009 Disability Income Industry Experience Investigation Report, April 
2013, page v. 
152 Financial Services Council-KPMG, 2007-2011 Disability Income Industry Experience Investigation Report, April 
2014, pages 3 & 8. 
153 Financial Services Council-KPMG, 2007-2011 Disability Income Industry Experience Investigation Report, April 
2014, page 9. 
154 Financial Services Council-KPMG, 2007-2011 Disability Income Industry Experience Investigation Report, April 
2014, para. 1.2.3, page 8; “standard” refers to the underwriting assessment basis - page 7. 
155 Financial Services Council-KPMG, 2007-2011 Disability Income Industry Experience Investigation Report, April 
2014, page iv and para 5.11, page 62, para 5.17, page 72 and para. 6.5, page 89 and page 97. 
156 Financial Services Council-KPMG, 2007-2011 Disability Income Industry Experience Investigation Report, April 
2014, page iv and para 5.11, pages 61-63. 

http://www.australiancentre.com.au/


Australian Centre for Financial Studies 

+61 3 9666 1050 | australiancentre.com.au 

Mental Illness Disability Data 

           Page 61  

 

 

                             

Claim cost  

(c) Claim costs for the period were significantly higher than 2007 and 2008 due to higher 

incidence and lower terminations.157  

(d) For the actual claim cost per $1 benefit per month for one month deferment period, mental 

disorders ranked the highest for male white collar, fourth highest for male blue collar and 

highest for female white collar.158  

12.4 Disability Income Experience Investigation 2009-2013 Report dated May 2016 

(a) The Report uses data from 10 LICs which in aggregate then account for over 90 per cent 

of the disability income market.159 The data volume used was about 5.7m life years of 

incidence exposure and about 40000 “new claims”. 160The Report’s cause of claim uses 

ICD10-AM codes including for mental and behavioural disorders.161 

(b) The Report’s intentions were firstly to understand how experience had changed over the 

investigation period and to determine the cause of the change and secondly to review the 

fit of the standard table.162 ADI 2007-2011 is the disability table developed by the FSC and 

KPMG based on the Australian insured lives disability income experience for the period 

2007 to 2011.163 

(c) The claim cost increased by 7 per cent p.a. over the period 2007-2013. There was a 1 per 

cent increase in the cost of mental and behavioural disorders mainly due to higher 

incidence.164  

                                                      
157 Financial Services Council-KPMG, 2007-2011 Disability Income Industry Experience Investigation Report, April 
2014, page ii. 
158 Financial Services Council-KPMG, 2007-2011 Disability Income Industry Experience Investigation Report, April 
2014, page iv and para 7.6, pages 103 & 104. 
159 Financial Services Council-KPMG, 2009-2013 Disability Income Industry Experience Investigation Report, May 
2016, page 3. 
160 Financial Services Council-KPMG, 2009-2013 Disability Income Industry Experience Investigation Report, May 
2016, page 9. 
161 Financial Services Council-KPMG, 2009-2013 Disability Income Industry Experience Investigation Report, May 
2016, page 8. 
162 Financial Services Council-KPMG, 2009-2013 Disability Income Industry Experience Investigation Report, May 
2016, Glossary, page 9. 
163 Financial Services Council-KPMG, 2009-2013 Disability Income Industry Experience Investigation Report, May 
2016, Glossary, page 7. 
164 Financial Services Council-KPMG, 2009-2013 Disability Income Industry Experience Investigation Report, May 
2016, page 12 
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12.5 Lump Sum Experience Investigation 2008-2010 Report dated February 2013 & Lump Sum 

Experience Investigation 2009-2011 Report dated February 2015 

(a) The reports consider disability covers both under trauma or critical illness polices and 

under total and permanent disability insurance. There is no mention of MI or behavioural 

disorders in the reports. 

13 National Disability Insurance Scheme  

13.1 Introduction 

(a) The National Disability Insurance Scheme (NDIS) is an insurance based scheme designed 

to provide support for Australians with a permanent and significant disability. It constitutes 

a major reform of disability services and support in Australia. 

(b) The National Disability Insurance Agency (NDIA, formerly Disability Care Australia), is the 

independent statutory agency established by the Commonwealth for the sole purpose of 

preparing for, and executing, the implementation of the NDIS; it administers and is 

responsible for delivering the NDIS. The parameters of the NDIS, including who is eligible 

to access it, are set out in the National Disability Insurance Scheme Act 2013 (NDIS Act). 

The NDIS Act is supplemented by NDIS Rules and Operational Guidelines which, 

together, create a framework for the administration of the NDIS. 

(c) Once the NDIS is fully rolled out, it is anticipated that 460,000 Australians will receive 

support from it, at a cost of approximately $22 billion per annum. The national rollout of 

the NDIS, after pilots, began in July 2016. Current targets are for the NDIS to be fully rolled 

out in 2019-2020, with specific timelines set for each state and territory. 

13.2 Background 

(a) The introduction of the NDIS followed long-term concern about the inefficiency and 

inequitable nature of disability support arrangements in Australia and calls for the 

introduction of a new mechanism for funding support for people with disability.  

(b) The case for a National Disability Insurance Scheme (NDIS) was built through a series of 

reports after the concept was discussed at the Rudd government’s ‘Australia 2020 Summit’ 

in April 2008. The National People with Disabilities and Carer Council in its 2009 report, 

Shut Out: The Experience of People with Disabilities and their Families in Australia 

outlined the life of people with disability as one of poor educational and employment 

opportunities; lacking in services and support; inadequate access to buildings, facilities 

and public transport; high risk of poverty; and poor social interaction. 
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(c) Following the 2020 summit, the Rudd government established the Disability Investment 

Group (DIG), with the specific purpose of looking at disability policy from an investment 

rather than a welfare perspective. The DIG determined that the disability sector would face 

greater stress in the future because of three factors: ‘increasing numbers of people with 

disability, decreasing availability of informal carers, and an ageing population.’ 

(d) In August 2011, the Productivity Commission (PC) Report, Disability Care and Support 

(Report 54) found that ‘current disability support arrangements are inequitable, 

underfunded, fragmented and inefficient, and give people with a disability little choice’. 

(e) The PC recommended the establishment of a new National Disability Insurance Scheme 

to provide insurance cover for all Australians in the event of significant disability. It 

suggested that the main function of the NDIS would be to fund long-term high quality care 

and support for people with significant disabilities. 

(f) The Council of Australian Governments (COAG) recognised, in response, the need for 

major reform of disability services through a NDIS. At a meeting of the Select Council on 

Disability Reform in October 2011, all Select Council Ministers agreed to lay the 

foundations for the NDIS by mid-2013. In December 2012, COAG signed an 

Intergovernmental Agreement for the NDIS launch. The Commonwealth and several 

states and territories also signed bilateral agreements confirming the operational and 

funding details for the roll-out of the NDIS.  

(g) In March 2013, the NDIS Act was enacted. The Act is supplemented by National Disability 

Insurance Scheme Rules, which address the more detailed operational aspects of the 

scheme.  

(h) The implementation of the NDIS began in July 2013 with roll-out in four sites — South 

Australia, Tasmania, the Hunter Area in New South Wales, and the Barwon area of 

Victoria. In July 2014, the NDIS commenced in the ACT and the Barkly region of the 

Northern Territory. The national rollout began on 1 July 2016. 

(i) The NDIS represents a significant new area of Commonwealth responsibility and 

expenditure.  

(j) The NDIS Act establishes the framework for the scheme, including: the objects and 

principles under which the scheme will operate; criteria for access; participant plans; 

nominees; administration; privacy; and review. The NDIS Act is supplemented by National 

Disability Insurance Scheme Rules covering areas such as becoming a participant, 

nominees, children and plan management.  
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13.3 Outline of the NDIS Act165  

(a) The National Disability Insurance Scheme comprises: 

i. the provision of services or activities that are in the nature of coordination, strategic or 

referral services or activities (Chapters 2 and 3); and 

ii. funding for persons or entities to enable them to assist people with disability to 

participate in economic and social life (Chapter 2); and 

iii. individual plans under which reasonable and necessary supports will be funded for 

certain people, called participants (Chapter 3). 

(b) The NDIS Act includes administrative provisions supporting the operation of the National 

Disability Insurance Scheme (Chapters 4 and 5), such as: 

i. provisions to ensure the National Disability Insurance Scheme’s integrity, including 

limited powers to obtain information, and requirements relating to protection of 

information; and 

ii. provisions relating to children; and 

iii. provisions for nominees; and 

iv. provisions for review of decisions; and 

v. provisions about the treatment of compensation. 

(c) The NDIA also has more general functions, such as: 

i. developing and enhancing the disability sector, including by facilitating innovation, 

research and contemporary best practice in the sector; and 

ii. building community awareness of disabilities and the social contributors to disabilities. 

13.4 Support services  

(a) National Disability Insurance Scheme rules address the more detailed operational aspects 

of the scheme. The Supports for Participants Rules is one of a number of instruments that 

comprise these rules.  

(b) On 19 April 2013, the COAG agreed the “Principles to determine the responsibilities of the 

NDIS and other service systems”. Schedule 1 of the Supports for Participants Rules sets 

out considerations derived from these agreed principles. These principles and 

arrangements needed to operationalise these principles will be reviewed consistent with 

                                                      
165 Section 8. 
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the relevant Intergovernmental Agreement for the launch. The Minister in making the 

Supports for Participants Rules had regard to the financial sustainability of the scheme as 

required under subsection 209(3) of the Act. The Supports for Participants Rules include 

Category A rules for the purposes of section 209 of the Act. Accordingly the 

Commonwealth and each host jurisdiction have agreed to the making of the Supports for 

Participants Rules.  

(c) The NDIS (Supports for Participants) Rules 2013 (the Supports for Participants Rules) are 

made for the purposes of the NDIS Act sections 33 and 34. A person can make an access 

request to be a participant under the NDIS. If the person meets the access criteria, the 

person becomes a participant on the day the CEO of the NDIA decides that the person 

meets the access criteria.166  

(d) The person must have substantially reduced functional capacity arising from one or more 

conditions that are likely to be permanent, affect the person’s ability for social and 

economic participation and result in support needs that are likely to continue for the 

person’s lifetime. If the application is accepted, a planning conversation is held with an 

NDIS representative about the person’s life situation, current supports and hopes for the 

future.167  

(e) The Supports for Participants Rules are about assessment and determination of the 

reasonable and necessary supports that will be funded for participants under the scheme. 

A person who is a participant in the NDIS is assisted to develop a personal, goal-based 

plan about how the participant will be provided with general supports and reasonable and 

necessary supports. The NDIS aims to respect the interests of people with disability in 

exercising choice and control about matters that affect them.168  

(f) The main object of the NDIS Act is to ‘enable people with disability to exercise choice and 

control in the pursuit of their goals and the planning and delivery of their supports’. The 

Act provides that ‘the supportive relationships, friendships and connections with others of 

people with disability should be recognised’. A participant’s individual choice and control 

is an overriding principle of the NDIS. Participants are able to make choices about what 

care and support they wish to receive and to control the employment and payment of 

service providers. The current decision-making arrangements under the NDIS Act 

incorporate elements of both supported and substitute decision-making, as well as 

informal and formal decision-making. The three key decision-making mechanisms include: 

                                                      
166 Sections 18-30. 
167 Sections 18-30. 
168 Sections 31-50. 
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autonomous decision-making by participants; informal supported decision-making; and 

substitute decision-making by nominees.169 Funding is provided to participants in an NDIS 

approved personal plan and participants, or their nominee, have significant freedom of 

choice in the selection of both services and service providers. The NDIS legislation is 

relatively broad in respect of the types of supports and assistance to be covered in that it 

simply requires the NDIA to determine that these are “reasonable and necessary”. 

(g) The NDIS is not intended to provide income replacement, nor services that are already 

provided by existing government agencies such as Medicare and Centrelink. Supports that 

may be provided include: aids and appliances; home and vehicle modifications; personal 

and respite care; domestic assistance and transport assistance; orientation and mobility 

training. 

(h) Supports can be purchased from any registered disability or mainstream services as long 

as they are in line with the person’s goals. A formal review meeting is held after 12 months, 

or earlier if requested, and changes made as required. Individuals with allocated funding 

can select a registered service provider to manage and provide their support, or they can 

self-manage and negotiate the supports specified in their agreed plan, including employing 

their support workers.  

13.5 Funding 

(a) The NDIS is funded by Commonwealth, State and Territory governments from 

consolidated revenue for “reasonable and necessary” costs on a pay as you go basis. It is 

not funded through NDIS reserves: the NDIS does not establish or maintain reserves. 

13.6 Data 

(a) The NDIA sources data from:  

i. applicants 

ii. epidemiology studies  

iii. workplace participation statistics 

iv. existing Federal and State disability schemes which are being rolled into the NDIS  

v. government and private disability and accident compensation insurers 

vi. Lifetime Care and Support Review, NSW, 2006 

                                                      
169 Sections 31-50. 
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vii. ABS  

(b) The NDIS also sources data from care plans. It monitors the care plans and compares the 

costs of plan services annually over the life of the care plan with the outcomes. 

(c) Local, State and Commonwealth government agencies may be requested to provide data 

to the NDIA. Such requests are likely to involve information regarding support or 

assistance currently received by disabled persons. Data sharing serves a number of 

purposes, such as preventing any duplication of payment for disability services already 

provided outside the NDIS, assisting in predicting the scope of disabilities present in a 

particular area or enabling the NDIA to invite disabled persons to apply to access the NDIS.  

(d) The provision of data to the NDIA may be governed by an information sharing agreement 

or done in response to a ‘section 55 notice’. The NDIA can compel the production of 

information in certain circumstances under the NDIS Act, section 55 about: whether a 

person meets the relevant access criteria; the participants plan; support and payments.170  

(e) The NDIS Act contains several key restrictions covering the handling of ‘protected 

information’, being any personal information held by the NDIA. Government agencies 

receiving information from NDIS participants or the NDIA must ensure that they comply 

with the requirements of Chapter 4, Part 2 of the NDIS Act in the protection of this 

information. A number of offences exist in respect of the unauthorised access, misuse, 

supply or disclosure of ‘protected information’. 

(f) The NDIA is subject to the Freedom of Information Act 1982 (Cth) (FOI Act), and therefore 

government agencies may be consulted by the NDIA regarding the decision to release 

documents under the FOI Act. Freedom of information requests may also be transferred 

between the NDIA and other government bodies, pursuant to s-16 of the FOI Act, where 

a request concerns the NDIS but has not been made to the most appropriate government 

body.171  

13.7 NDIS as insurance 

General comparisons 

(a) The NDIS is mandated to adopting an insurance based approach, informed by actuarial 

analysis, to the provision and funding of supports for people with disability.172 In the NDIS, 

there is no underwriting, assessment or payment of premium; claims for an accident, 

                                                      
170 Sections 56 & 57 deal with enforcement of the notice. 
171 Sections 60-68. 
172 NDIS Act, section 3(2)(b). 
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injury, illness or insured event or condition are not made or paid. The NDIS in certain 

respects resembles the national health insurance scheme under Medicare, where there is 

community rating and no premium. But there claims are made and paid in Medicare. 

(b) The NDIS assesses risks for the purposes of funding and in order to assess outcomes of 

participants' plans. There are strict definitions assessing client need and restricting 

eligibility and benefits. A claim is not made and paid under the NDIS In the same sense 

as for insurance or Medicare. 

(c) The Productivity Commission used the word insurance to reflect the need for the 

community to pool its resources to help people with disability cover the cost of long-term 

support. The word is also used to show that insurance schemes tend to focus on low-

frequency, high-cost events the NDIS does cover, rather than the high-frequency, low-cost 

events it does not cover. 

(d) The Productivity Commission outline of a disability insurance scheme departs from the 

traditional understanding of insurance because it recommended ‘no general requirement 

for a front-end deductible’ and that excesses should only be considered if small claims 

‘clog up’ the NDIS assessment process. Insurance typically requires financial contribution 

from an insured through co-payments for services or excesses (front-end deductibles) 

when making a claim. These contributions reduce the overall cost of insurance, discourage 

the overconsumption of services, and reduce risk-taking behaviour. 

Disabilities and insurance 

(e) The NDIS covered disabilities include: spinal cord injuries; brain injuries; multiple sclerosis; 

motor neurone disease; cerebral palsy and degenerative diseases generally. Among the 

psycho-social illnesses, schizophrenia is one of the most common. The most common 

disabilities which are being or will be covered by the NDIS are autism and intellectual 

disability. 

(f) The insurability of people under the NDIS is a point of difference. A private sector 

commercial insurer (PSCI) would be unlikely to insure a lifelong disability. The premium 

would be difficult to calculate and unrealistically high. 

(g) The NDIS Act requires the appointment of the NDIS Scheme Actuary and the duties of the 

NDIS Scheme Actuary.173 The NDIS Scheme Actuary duties are to  

i. assess: 

                                                      
173 Sections 180A and following. 
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1. the financial sustainability of the National Disability Insurance Scheme; and 

2. risks to that sustainability; and 

3. any trends in provision of supports to people with disability otherwise than through 

the National Disability Insurance Scheme (for example, trends in the provision of 

informal supports and supports provided through support services generally 

available to any person in the community); 

ii. consider the causes of those risks and trends; 

iii. make estimates of future expenditure of the National Disability Insurance Scheme; 

iv. prepare a summary of that report that includes the estimates described in paragraph 

(iii). 

(h) The NDIS Scheme Actuary also has a duty to make quarterly estimates of future 

expenditure and to provide actuarial information or advice to the NDIS Board or CEO. 

Comparisons 

Introduction 

(i) There are a number of points, each with both differences and similarities in relation 

to data use, in a comparison between the NDIS and a private sector commercial insurer: 

Pricing 

(j) A PSCI uses data to assess a risk and to decide whether or not to accept the risk, the 

premium and terms as well as any exclusions.  

(k) NDIS uses data to consider: the prevalence of disability in the community – those who 

now have a disability and the new incidence of disability year by year; assesses the mental 

health and wellbeing of an applicant; how the NDIS eligibility criteria apply to an applicant; 

the period during which care and support services need to be supplied to a NDIS 

participant; and the total cost of the plan. 

Claims 

(l) A PSCI uses data for claims in two ways. Firstly, it compares the data it receives in the 

application for insurance process with data about the insured event and loss to consider 

whether there has been any misrepresentation or non-disclosure by the insured person – 

see paragraph 6 above. Secondly, a PSCI sources data to assess whether the claim is 
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covered by the policy and to assess the amount of indemnity, sum insured or benefit 

(where the second and third are calculated not specified).  

(m) NDIS uses data to calculate the expected numbers of applicants and care plan cost by 

category of disability based on its projections of life-time care cost. 

Valuation 

(n) A PSCI uses experience data to assess the value of the risks it has written and the likely 

amount it will pay over time to meet its liabilities for those risks. It then calculates a present 

day value, adjusted for assumptions and variables to provide a valuation of those liabilities. 

The valuation is used as a basis for the LIC to establish and maintain reserves to fund its 

future liabilities on its portfolio at the valuation date. 

(o) NDIS uses data to calculate its future expenditures as at a balance date. It considers the 

prevalence of disability in the community and trends in that prevalence. It then calculates 

the net present value for those expenditures. 

14 Parliamentary Joint Committee on life insurance  

14.1 Terms of reference  

(a) The following matters were referred in March 2016 to the Parliamentary Joint Committee 

on Corporations and Financial Services for inquiry and report by 30 June 2017:174 

i. the need for further reform and improved oversight of the life insurance industry; 

ii. assessment of relative benefits and risks to consumers of the different elements of the 

life insurance market, being direct insurance, group insurance and retail advised 

insurance; 

iii. whether entities are engaging in unethical practices to avoid meeting claims; 

iv. the sales practices of life insurers and brokers, including the use of Approved Product 

Lists; 

v. the effectiveness of internal dispute resolution in life insurance; 

vi. the roles of the Australian Securities and Investments Commission and the Australian 

Prudential Regulation Authority in reform and oversight of the industry; and 

vii. any related matters. 

                                                      
174 The Senate resolved to extend the reporting date to 30 October 2017. 
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14.2 Submissions175  

(a) The PJC submissions came from individuals, customer advocates, insurance 

intermediaries/advisers, LICs, industry associations and regulators. The LIC submissions 

did not deal with MI data.176  

14.3 Survey  

(a) Beyondblue and Mental Health Australia pointed to the Mental Health, Discrimination and 

Insurance Survey of Consumer Experiences 2011:177  

i. The survey involved 424 people living with or supporting someone with a mental health 

condition.  

ii. Fifty per cent of the survey respondents either agreed or strongly agreed that it was 

difficult for them to obtain insurance due to a mental health condition.  

iii. Among those respondents who had applied for life and income protection insurance 

80 per cent either agreed or strongly agreed that it was difficult for them to obtain 

insurance due to a mental health condition specifically in relation to these products.178  

iv. Across all insurance types, 22 per cent of respondents reported that their insurance 

application was declined due to a mental health condition. This increased to 36 per 

cent in relation to life insurance, and 45 per cent in relation to income protection 

insurance. 179  

v. Across all insurance types, 14 per cent of people received their insurance products 

with increased premiums because of their mental health condition. 

                                                      
175 A reference to an entity’s views is to that entity’s views in its submission to the Parliamentary Joint Committee 
on Corporations and Financial Services, November 2016. 
176 I have not considered the individuals’ submissions in this context. 
177 Mental Health Council of Australia and beyondblue (2011). Mental health, discrimination and insurance: a 
survey of consumer experiences 2011. Accessed online 31 March 2016:  
https://www.beyondblue.org.au/docs/default-source/default-document-library/bw0129-report-mental-
health-discrimination-and-insurance.pdf?sfvrsn=2  
178 Mental Health Council of Australia and beyondblue (2011). Mental health, discrimination and insurance: a 
survey of consumer experiences 2011. Accessed online 31 March 2016: 
https://www.beyondblue.org.au/docs/default-source/default-document-library/bw0129-report-mental-
health-discrimination-and-insurance.pdf?sfvrsn=2  
179 Mental Health Council of Australia and beyondblue (2011). Mental health, discrimination and insurance: a 
survey of consumer experiences 2011. Accessed online 31 March 2016: 
https://www.beyondblue.org.au/docs/default-source/default-document-library/bw0129-report-mental-
health-discrimination-and-insurance.pdf?sfvrsn=2  
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vi. Sixteen per cent of people reported they had received income protection insurance 

with an increased premium, and 24 per cent reported an increased premium in relation 

to life insurance.180  

vii. Across all insurance types, 24 per cent of people received an insurance product with 

exclusions relating specifically to mental health conditions.181 25 per cent of those 

obtaining life insurance received an exclusion relating to mental health conditions and 

34 per cent received an exclusion on their income protection insurance.  

14.4 Prevalence and incidence 

(a) A number of submissions182 stated that there was data about the prevalence of MI in the 

community, as distinct from data about MI as a cause of insurance claims and the extent 

of it as a cause – incidence of MI: 

i. Three out of four mental health conditions have their first onset before the age of 25.183  

ii. Forty five per cent of Australians will experience a mental health disorder at some 

point.184  

iii. 1 in 5 Australians aged 16-85 had experienced a mental health condition in the year 

prior to the 2007 National Survey of Mental Health and Wellbeing.185  

iv. the prevalence rates of specific conditions in isolation are substantially lower.186  

                                                      
180 Mental Health Council of Australia and beyondblue (2011). Mental health, discrimination and insurance: a 
survey of consumer experiences 2011. Accessed online 31 March 2016: 
https://www.beyondblue.org.au/docs/default-source/default-document-library/bw0129-report-mental-
health-discrimination-and-insurance.pdf?sfvrsn=2 
181 Mental Health Council of Australia and beyondblue (2011). Mental health, discrimination and insurance: a 
survey of consumer experiences 2011. Accessed online 31 March 2016: 
https://www.beyondblue.org.au/docs/default-source/default-document-library/bw0129-report-mental-
health-discrimination-and-insurance.pdf?sfvrsn=2 
182 beyondblue, CBA (CommInsure). 
183 Kessler, R.C., Berglund, P., Demler, O., Jin R., Merikangas, K.R. & Walters, E.E. (2005). Lifetime prevalence and 
age of onset distributions of DSM-IV Disorders in the National Comorbidity Survey replication. Archives of 
General Psychiatry, 62, 593. 
184 Slade, T., Johnston, A., Teesson, M., Whiteford, H., Burgess, P., Pirkis, J., & Saw, S. (2009). The Mental Health 
of Australians 2. Report on the 2007 National Survey of Mental Health and Wellbeing. Canberra: Department of 
Health and Ageing. 
185 Slade, T., Johnston, A., Teesson, M., Whiteford, H., Burgess, P., Pirkis, J., & Saw, S. (2009). The Mental Health 
of Australians 2. Report on the 2007 National Survey of Mental Health and Wellbeing. Canberra: Department of 
Health and Ageing. 
186 The 2007 National Survey of Mental Health and Wellbeing found the following 12 month and lifetime 
prevalence rates: Depressive episodes 4.1% 12 month prevalence, 11.6% lifetime prevalence; Dysthymia 1.3% 
month prevalence, 1.9% lifetime prevalence; Bipolar affective disorder 1.8% 12 month prevalence, 2.9% lifetime 
prevalence; Panic disorder 2.6% 12 month prevalence, 5.2% lifetime prevalence; Agoraphobia 2.8% 12 month 
prevalence, 6% lifetime prevalence; Social phobia 4.7% 12 month prevalence, 10.6% lifetime prevalence; 
Generalised anxiety disorder 2.7% 12 month prevalence, 5.9% lifetime prevalence. 
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v. each condition demonstrates its own unique pattern of symptoms, age of onset, gender 

and age distribution and prognosis.187  

(b) beyondblue submitted that there is data on MI prognosis: 

Illness severity, and the impact on symptoms on daily functioning, varies widely from 

person-to-person and can range from mild, moderate to severe.188 In addition, each 

mental health condition demonstrates its own patterns of remission, relapse or 

persistence.189 For example, around half of people who experience an episode of 

depression will experience a single episode, recover completely and never experience 

future difficulties, while the other half may experience one or more future episodes or 

more persistent difficulties.190 It is widely recognised that heterogeneity is very 

common in mood and anxiety conditions191 and everyone’s experience is therefore 

different and depends on a range of individual risk and protective factors, including 

access to appropriate treatment. Over the last two decades a large number of studies 

have been undertaken to map the epidemiology of particular mental health conditions 

to better understand their causes, likelihood, natural history and consequences. As a 

result, there is a substantial body of information that could be used by the insurance 

industry to guide their practices and policy development. 

(c) beyondblue submitted that there are data on MI treatment: 

Effective treatments are available for mental health conditions, such as depression and 

anxiety. Mental health treatment needs vary for each condition across a wide spectrum 

of illness severity. This ranges from easy-to-access information, self-help programs, 

peer support, brief interventions from a trained professional, online e-mental health 

programs or general practitioner care, right through to comprehensive multi-

disciplinary care provided by primary care providers, mental health specialists and 

                                                      
187 The 2007 National Survey of Mental Health and Wellbeing found the following 12 month and lifetime 
prevalence rates: Depressive episodes 4.1% 12 month prevalence, 11.6% lifetime prevalence; Dysthymia 1.3% 
month prevalence, 1.9% lifetime prevalence; Bipolar affective disorder 1.8% 12 month prevalence, 2.9% lifetime 
prevalence; Panic disorder 2.6% 12 month prevalence, 5.2% lifetime prevalence; Agoraphobia 2.8% 12 month 
prevalence, 6% lifetime prevalence; Social phobia 4.7% 12 month prevalence, 10.6% lifetime prevalence; 
Generalised anxiety disorder 2.7% 12 month prevalence, 5.9% lifetime prevalence. 
188 Kessler, R.C., Chiu, W.T., Demler, O., Merikangas, K.R., & Walters, E.E. (2005). Prevalence, severity, and 
comorbidity of 12-month DSM-IV disorders in the National Comorbidity Survey Replication. Archives of General 
Psychiatry, 62, 617–627. 
189 American Psychiatric Association. (2013). Diagnostic and statistical manual of mental disorders: DSM-5. 
Washington, D.C: American Psychiatric Association. 
190 NCCMH (2010) Depression: the Treatment and Management of Depression in Adults (Update). Updated 
edition. Leicester and London: The British Psychological Society and the Royal College of Psychiatrists. 
191 Nandi, A., Beard, J.R., & Galea, S. (2009). Epidemiologic heterogeneity of common mood and anxiety disorders 
over the lifecourse in the general population: a systematic review. BMC Psychiatry, 9, 31-42. 
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psychosocial disability support agencies. An individualised approach to assessment 

and treatment is required.192 It is important to note that the treatment a person receives 

is often dictated by affordability, availability and personal preference and is not 

necessarily a reflection of the ‘severity’ of a person’s condition, nor the likelihood of 

recovery. For example, a referral to a psychiatrist may occur because a GP is unsure 

of the diagnosis or management, rather than because the person is seriously unwell. 

Furthermore, seeing a psychologist, is not synonymous with having a mental health 

condition, since people may seek psychological advice for a range of reasons including 

relationship counselling. 

14.5 Mental illness data for insurance  

(a) Some submissions offered suggestions about the collection, use and disclosure of MID in 

relation to insurance:  

i. a single common LIC medical request form to better assist consumers in getting 

medical exams and obtaining cover.193  

ii. appropriate policies for garnering relevant medical information about individuals that 

respect the confidentiality of medical records.194  

iii. the disclosure of industry data on demographic risk profiles; for example, data which 

displays the likelihood of various claim events occurring based on demographic data 

known about the consumer could help them select products which best matches 

needs.195  

iv. the first population-scale surveys of human genetic variation show that the ability to 

predict the risk of many diseases through genetic information is even less statistically 

robust than previously believed.196  

v. LIC underwriting decisions using genetic information in the absence of robust statistical 

data would not meet the exemption under the DDA.197  

(b) A number of submissions argued that LICs do not have or rely on any, or sufficient, 

statistical or actuarial data which would justify discrimination by an LIC against a person 

                                                      
192 Malhi, G.S., Bassett, D., Boyce, P., Bryant, R., Fitzgerald, P.B., Fritz, K., Hopwood, M., Lyndon, B., Mulder, R., 
Murray, G., Porter, R., & Singh, A.J. (2015). Royal Australian and New Zealand College of Psychiatrists clinical 
practice guidelines for mood disorders. Australian & New Zealand Journal of Psychiatry, 49(12), 1087–1206. 
193 FPA. 
194 Royal Australian and New Zealand College of Psychiatrists (RANZCP). 
195 Choice. 
196 Australian Genetic Non-Discrimination Working Group. 
197 Australian Genetic Non-Discrimination Working Group. 
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who has a MI or in relation to MI by: rejecting the life proposal; requiring a higher premium; 

exclusions; or a higher premium and exclusions:198 

i. Insurers bear the responsibility of proving that any discrimination on the basis of 

disability is substantiated by actuarial and statistical data, where that data is 

available.199  

ii. Data is often withheld by a LIC on the basis it is commercial in confidence; when it is 

supplied is general medical literature which is often out of date and irreverent to the 

subject person. 

iii. Beyondblue submitted that: “On the one hand we are told that mental health conditions 

are too common and they are too expensive to insure200 and on the other hand we are 

told the industry does not have enough data to inform its product development and 

decision making processes.”201  

iv. the insurance industry appears to rely on data from the Medical Benefits Scheme 

(MBS), Pharmaceutical Benefits Scheme (PBS), Australian Institute of Health and 

Welfare, Independent Hospital Pricing Authority and other sources that would enable 

it to calculate the likely costs of treatment of different mental health conditions, at 

varying severities, in order to inform its risk ratings and price settings.  

v. beyondblue and Mental Health Australia undertook a study into insurance 

discrimination in 2010. The report described difficulties people with a mental health 

condition have in obtaining travel, life, total and permanent disability and income-

protection insurance. 

vi. The Victorian Civil and Administrative Tribunal in the case of Ingram v QBE Insurance 

(Australia) Ltd (Human Rights) (2015, VCAT 1936) found that QBE did not have the 

data it claimed when declining the claim nor in its evidence at the Tribunal.  

vii. In 1993 the first National Inquiry into the Human Rights of People Living with a Mental 

Illness noted that “the question must be asked whether, in light of contemporary expert 

medical opinion, and the well-established success rates of treatment for mental illness, 

                                                      
198 beyondblue, Mental Health Australia, Public Interest Advocacy Centre; Consumer Action Law Centre; Royal 
Australian and New Zealand College of Psychiatrists (RANZCP). 
199 Under the DDA, section 46. 
200 QBE comment VCAT ruling. Accessed 15 April 2016: https://www.qbe.com.au/about/contact-alerts/media-
centre/press-releases/qbe-comment-vcat-ruling  
201 Insurance companies accused of discriminating against people with mental illness. RN Breakfast, 26 October 
2015. Accessed online 4 April 2016: 
http://www.abc.net.au/radionational/programs/breakfast/insurance-companies-accused-of-
discriminating/6884216  
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the insurance industry remains unjustifiably cautious – to the point of discrimination – 

in its assessments of risk in this area”.202  

14.6 Underwriting, claims and discrimination 

(a) A number of submissions also supported an obligation on the LIC to give reasons for an 

unfavourable underwriting decision and to explain the actuarial, statistical or other basis 

for the decision and to give data (genetic information, including family medical history) on 

which it relied where the reason and the data was about disability or mental illness.203  

(b) Submissions argue that LICs do not have or rely on any, or sufficient, statistical or actuarial 

data to discriminate against a person who has a MI or in relation to MI by avoiding the 

insurance, denying the claim or reducing the amount the LIC must pay:  

i. For disputes relating to alleged non-disclosure of pre-existing mental health conditions, 

dispute rates were much higher than disputes rates for all claims (15 per cent 

compared to 5 per cent).204  

ii. Among the respondents in the 2011 Survey who had made a claim against their 

insurance, 41 per cent had their claim accepted without any problems, 13 per cent said 

they had problems getting their claim accepted and 12 per cent had their claim partly 

declined due to a history of a mental health condition.205  

iii. ASIC Report 498: Life Insurance claims: An industry review, found that policyowners 

with a mental health condition face a challenging burden to establish that their 

condition entitles them to make a valid claim.206  

iv. For disputes relating to what constitutes evidence for validating a mental health claim, 

dispute rates were much higher than dispute rates relating to evidence for all claims 

                                                      
202 Royal Australian and New Zealand College of Psychiatrists (RANZCP) : 
Human Rights and Equal Opportunity Commission (1993). Report of the National Inquiry into the Human Rights 
of People With a Mental Illness, page 450. Accessed online 5 April 2016: 
http://apo.org.au/files/Resource/human-rights-and-mental-illness-vol1- 1993.pdf  
203 Choice, referring to ALRC Report 96 – “Essentially Yours: The Protection of Human Genetic Information in 
Australia”; and the Public Interest Advocacy Centre. 
204 Australian Securities and Investments Commission (2016). Report 498. Life insurance claims: an industry 
review. Accessed online 31 October 2016 
http://download.asic.gov.au/media/4042220/rep498-published-12-october-2016a.pdf  
205 Mental Health Council of Australia and beyondblue (2011). Mental health, discrimination and insurance: a 
survey of consumer experiences 2011. Accessed online 31 March 2016: 
https://www.beyondblue.org.au/docs/default-source/default-document-library/bw0129-report-mental-
health-discrimination-and-insurance.pdf?sfvrsn=2  
206 Australian Securities and Investments Commission (2016). Report 498. Life insurance claims: an industry 
review. Accessed online 31 October 2016  
http://download.asic.gov.au/media/4042220/rep498-published-12-october-2016a.pdf  
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(51 per cent compared to 25 per cent). The evidence required by insurers to 

substantiate mental health claims included requiring policyowners to: attend 

psychiatric assessment; complete activity diaries; submit regular progress claims 

forms; provide medical reports; attend interviews with private investigators; and be 

subject to surveillance in some cases.207  

v. The Financial Ombudsman Service (FOS) takes the view that an insurer must have 

actuarial data to back up such discrimination. FOS reports that in general insurance 

disputes where actuarial data is not relied upon, insurers have paid each claim.208  

(c) APRA submitted that as noted in APRA’s letter to the industry in May 2015, there were 

various reasons for LIC losses including an increase in the number of TPD claims related 

to MI and other complicated injuries, and changing community standards as to what 

conditions give rise to claims. The increase and changes have also resulted in more claims 

payments and required greater claims management and resourcing.  

(d) The Australian Securities Investment Commission Report 498: Life Insurance claims: An 

industry review found that 6.4 percent of all life insurance complaints were related to 

mental health conditions experienced by the policyowner and over 85 percent of these 

disputes were related to claims. The majority of the mental health disputes were related to 

evidence, non-disclosure and other common issues such as delays in assessing claims, 

pre-existing condition definitions, general declined claims and the application of exclusions 

for suicide.  

14.7 Recommendations 

(a) Mental Health Australia recommended that an independent actuarial study be 

commissioned to enable an evidenced‐based approach to assessing risk and decisions 

on insurance applications and claims. The study should seek to answer the following 

questions:  

i. What existing data from Australia can be used to assess the risks of someone making 

a claim arising from mental illness, and the likely costs of such claims, for life insurance, 

income protection insurance, total and permanent disability insurance, travel 

insurance, loan insurance, and any other kinds of insurance for which exclusions for 

MI usually and currently apply?  

                                                      
207 Australian Securities and Investments Commission (2016). Report 498. Life insurance claims: an industry 
review. Accessed online 31 October 2016 
http://download.asic.gov.au/media/4042220/rep498-published-12-october-2016a.pdf  
208 Ombudsman slams ‘discriminatory’ mental health exclusions’, insurance NEWS, 12 September 2016, 
http://insurancenews.com.au/local/ombudsman-slams-discriminatory-mental-health-exclusions  

http://www.australiancentre.com.au/
http://download.asic.gov.au/media/4042220/rep498-published-12-october-2016a.pdf
http://insurancenews.com.au/local/ombudsman-slams-discriminatory-mental-health-exclusions
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ii. What does this data signify about the risk profile of people with different kinds of mental 

illness, different levels of illness severity, and different clinical histories, for each type 

of insurance?  

iii. What kinds of additional data would be needed to make an accurate assessment of 

risk, for each type of insurance?  

iv. Where gaps exist, is there international data that is sufficiently relevant and robust to 

provide a good proxy for Australian data?  

v. In what areas is there little prospect of getting appropriate data, meaning alternative 

underwriting practices would need to be used? What conditions should apply to 

insurers using alternative practices?  

(b) Mental Health Australia recommended that in order for the findings to be robust, it would 

be highly desirable that the independent party carrying out the study be given access to 

any data the insurance industry currently holds, including proprietary data. Industry data 

would remain confidential and only be used to ascertain and describe the nature and 

quality of existing data. To give insurers, mental health stakeholders and consumers 

confidence, it is essential that the study be carried out by an independent actuarial expert, 

that mental health stakeholders have input into the terms of reference, and that the findings 

are released publicly.209  

(c) A number of submissions deal with the ASIC proposal for the collection, use and disclosure 

of data about how LICs manage claims to enable customers to assess the LICs’ 

performance. In Report 498, ASIC identified that to improve public trust, there is a clear 

need for better quality, more transparent and more consistent data on life insurance 

claims. ASIC stated that it has already commenced work with APRA to establish a 

consistent public reporting regime for claims data and claims outcomes, including claims 

handling timeframes and dispute levels across all policy types. Consistent definitions and 

meaningful parameters are essential to providing meaningful data and an accurate 

reporting of life insurance claims across the industry. Data will be made available on an 

industry and individual insurer basis.210 That aspect is beyond the scope of this paper. 

  

  

                                                      
209 Mental Health Australia, supported the longer BB submission. The Financial Rights Legal Centre and the Royal 
Australian and New Zealand College of Psychiatrists (RANZCP) submitted a similar approach. 
210 ASIC, paras. 123,124 & 191; FSC, para. 3.2.2. 

http://www.australiancentre.com.au/
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PART E – APPENDICES  

15. Appendix A – Disability Discrimination Act 1982 (Cth) 

15.1 Section 5 – Direct disability discrimination 

For the purposes of this Act, a person (the discriminator) discriminates against another 

person (the aggrieved person) on the ground of a disability of the aggrieved person if, 

because of the disability, the discriminator treats, or proposes to treat, the aggrieved person 

less favourably than the discriminator would treat a person without the disability in 

circumstances that are not materially different. 

For the purposes of this Act, a person (the discriminator) also discriminates against another 

person (the aggrieved person) on the ground of a disability of the aggrieved person if: 

the discriminator does not make, or proposes not to make, reasonable adjustments for the 

person; and 

the failure to make the reasonable adjustments has, or would have, the effect that the 

aggrieved person is, because of the disability, treated less favourably than a person 

without the disability would be treated in circumstances that are not materially different. 

For the purposes of this section, circumstances are not materially different because of the 

fact that, because of the disability, the aggrieved person requires adjustments. 

15.2 Section 6 – Indirect disability discrimination 

For the purposes of this Act, a person (the discriminator) discriminates against another 

person (the aggrieved person) on the ground of a disability of the aggrieved person if: 

the discriminator requires, or proposes to require, the aggrieved person to comply with a 

requirement or condition; and 

because of the disability, the aggrieved person does not or would not comply, or is not able or 

would not be able to comply, with the requirement or condition; and 

the requirement or condition has, or is likely to have, the effect of disadvantaging persons with 

the disability. 

For the purposes of this Act, a person (the discriminator) also discriminates against another 

person (the aggrieved person) on the ground of a disability of the aggrieved person if: 

http://www.australiancentre.com.au/
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the discriminator requires, or proposes to require, the aggrieved person to comply with a 

requirement or condition; and 

because of the disability, the aggrieved person would comply, or would be able to comply, 

with the requirement or condition only if the discriminator made reasonable adjustments 

for the person, but the discriminator does not do so or proposes not to do so; and 

the failure to make reasonable adjustments has, or is likely to have, the effect of 

disadvantaging persons with the disability. 

Subsection (1) or (2) does not apply if the requirement or condition is reasonable, having 

regard to the circumstances of the case. 

For the purposes of subsection (3), the burden of proving that the requirement or condition is 

reasonable, having regard to the circumstances of the case, lies on the person who requires, 

or proposes to require, the person with the disability to comply with the requirement or 

condition. 

 

  

  

http://www.australiancentre.com.au/
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16. Appendix B – Record layouts and field specifications211   

16.1 Policy data specifications 

POLICY DATA DATA ITEM 
PUBLIC & 

PRODUCTS 
PROFESSIONAL RISK 

FIELD 
TYPE212 

1*  Insurer code  M  M  6a  

2*  Class of Business  M  M  2a  

3*  Record type  M  M  1a  

4*  Policy Basis  M  M  1a  

5*  Status  M  M  1a  

6*  Month of end of Reporting Period  M  M  8n  

7*  Policy number  M  M  30a/n  

8*  Risk number  M  M  30a/n  

9*  Product type  M  M  3a  

10  Original Inception Date  O  O  8n  

11  
Date of commencement / inception (Term 
Inception Date)  

M  M  8n 

12*  Effective Start Date  M  M  8n 

13  Term Expiry Date  M  M  8n  

14*  Effective End Date  M  M  8n  

15a  Gross Annualised Premium  T  T  12n  

15b  Gross Earned Premium  T  T  12n  

16  Gross Written Premium  M  M  12n  

17a  Turnover  S  S  25a/n  

17b  Total assets  S  S  25a/n  

17c  Professional fees  S  S  25a/n  

17d  Total number of staff  S  S  25a/n  

17e  Other  S  S  25a/n  

17f  Description of “Other”  R  R  50a  

18  State  O  M  3a  

19  Postcode   M  O  4n  

20  Excess/Deductible/Attachment point  M  M  12n  

21  Limits of Indemnity  M  M  12n  

22  Nature of Insured Organisation/Occupation  M  M  6a or 4n  

23  Coinsurance proportion  M  M  6n  

                                                      
211 GRS 800.1 Policy Data. 
212 State and Territory insurers are not required to comply with Reporting Standard GRS 800.1, however will 
provide information in accordance with this data specification where possible. 

http://www.australiancentre.com.au/
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17. Appendix C – Record layouts and field specifications213   

17.1 Claim Data Specifications  

CLAIMS 
DATA  

DATA ITEM 
PUBLIC & 

PRODUCTS  
PROFESSIONAL 

RISK  
FIELD 

TYPE214  

1*  Insurer code  M  M  6a  

2*  Record type  M  M  1a  

3  Status at end of Reporting Period  M  M  1a  

4*  Month of End of Reporting Period  M  M  8n  

5.1*  Class of Business  M  M  2a  

5.2*  Product Type  M  M  3a  

6*  Policy Number  M  M  30a/n  

7*  Risk Number  M  M  30a/n  

8*  Claim Number  M  M  30a/n  

9  Date of Loss  M  M  8n  

10  Date of Report  M  M  8n  

11  Date Finalised  M1  M1  8n  

12  Jurisdiction of Claim  M1  M1  3a  

13  Deductible/Excess  M  M  12n  

14  General Nature of Loss  M1  M1  1a  

15  Cause of Loss  M  M  3a  

16  Body Functions or Structures Affected  M2  O  1a  

17  Severity of Loss  M2  O  1a&1n  

18  Litigation Status  M  M  1a  

19  Gross Payments in the Reporting Period  M  M  12n  

20  Gross Payments to Date  M  M  12n  

21  Gross Case Estimate at Start of Reporting Period  M  M  12n  

22  Gross Case Estimate at End of Reporting Period  M  M  12n  

23  Gross Third Party Recoveries Received  M  O  12n  

24  Gross Third Party Recoveries Outstanding  M  O  12n  

25.1  Past economic loss  M  M  12n  

25.2  Future economic loss  M  M  12n  

25.3  Past medical, hospital, caring and related services  M  M  12n  

25.4  Future medical, hospital and related services  M  M  12n  

25.5  Future caring services  M  M  12n  

25.6  General damages  M  M  12n  

25.7  Interest  M  M  12n  

25.8  Plaintiff legal costs  M  M  12n  

25.9  Defendant legal costs  M  M  12n  

25.10  Investigation costs  M  M  12n  

25.11  Other  M  M  12n  

                                                      
213 GRS 800.2 Claim Data. 
214 State and Territory insurers are not required to comply with Reporting Standard GRS 800.2, however will 
provide information in accordance with this data specification where possible. 

http://www.australiancentre.com.au/
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18. Appendix D – Cause of loss (including body functions or structures affected, 

severity of loss – tables 4-7) reporting codes and fields215 
 

APRA 
CODE  

CLAIM TYPE – PUBLIC & PRODUCTS LIABILITY(TABLE 4)  CURRENT ISA CODE(S) 
(for information only)  

ABM  Abuse/molestation  L12  

ANM  Animal bite/attack/impact  L88,L16, L62  

ASB  Asbestos/Dust Diseases  L14  

CAT  Catastrophe, e.g. Cyclone, earthquake    

CUS  Care/custody/control  L50  

COL  

Collapse of building/structure/subsidence/landslide/ weakening and or 
removal of supports/rusting/oxidation/ discoloration including concrete 
cancer  

L18, L42, L86, L40  

DFM  Defamation/slander  L53  

DSC  Discrimination/harassment  L54  

ELC  Electrocution  L21  

ENV  

Environmental contamination or pollution/spray/drift/other 

contamination/exposure to or contact with substance/ Not mould or 

asbestos  

L72, L80, L19, L24  

EQB  Equipment breakdown and accidental breakage  L22, L11  

EXP  
Explosion and/or vibration/exposure to sudden or long-term sound or 

noise/excavation/drilling damage  
L23, L56, L43, L65  

NEG  
Failed or injurious treatment by practitioner or consultant, or negligent 

advice  
L29, L69  

FLL  Fall including from height and slip & fall  L25, L41  

FPW  Faulty product/faulty workmanship  L51, L59  

FIR  Fire including welding  L27, L87  

IMP  
Impact or damage by object/vehicle/person, including physical 

assault/trapped by machinery or equipment  
L30, L44, L66, L37, L83  

LSL  Lease liabilities  L64  

LFT  
Lifting, carrying or putting down objects/machinery use/repetitive or overuse 

injury  

L63, L66, L77  

  

MLD  Mould  L89  

OTH  
Other non-financial loss i.e. losses with no tangible value attached such as 

'Pain and Suffering'  
L48  

OFN  Other financial loss i.e. losses that are tangible  L26  

WTR  Water  L46  

WKR  Worker to worker injury  L47  

                                                      
215 Financial Sector (Collection of Data) (reporting standard) determination No. 17 of 2016, Reporting Standard 
GRS 800.2 Claim Data: Public and Product Liability and Professional Indemnity Insurance. 
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